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DEVELOPING 
EFFECTIVE 
SUPERVISORY 
NEWSLETTERS 


a complete handbook for executives who 





@ plan to establish supervisory 
newsletters in their companies 


@ want to strengthen the news- 
letters they already have 


This practical new handbook is designed to help executives strengthen super- 
visory communications in their companies through effective supervisory news- 


letters. 


Supplying basic principles and practical suggestions, it covers all phases of news- 
letter development: initial planning, getting supervisory participation, preparing 


copy, devising a format, production, distribution, and evaluation. 


Case studies and illustrations of successful newsletters in twenty-four companies 


are included. 


Note: DEVELOPING EFFECTIVE SUPERVISORY NEWSLETTERS was originally 
prepared as a Research Report for the Supervisory Development Service and has 


been distributed to SDS subscribers. $3.75 
(AMA members: $2.50.) 


Order from DEPARTMENT MU, AMERICAN MANAGEMENT ASSOCIATION, 1515 Broadway, Times 
Square, New York 36, N. Y. 
AMA will pay normal postage and handling charges on all orders accompanied by check or money order. Orders under 


$5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, will be billed 
for postage and handling charges. Add 3% sales tax for orders to be delivered in New York City. 





A Letter from the West 


IT came in a Monday morning's mail, from a manu- 

facturer in a western state. 
We’ve got a problem situation in this company 
(he wrote), and perhaps AMA vill be able to 
help. Someone else in the membership may have 
faced the same thing. Here itis .. . 


He had a problem, all right, and someone else had 
faced it. In fact, several companies had wrestled with 
it successfully and passed along the results of their 
experience to AMA. So it was a simple matter to 
tell him about the solutions they had worked out. A 
fortnight later, the man from the West wrote again: 


I’m certainly much obliged to AMA for the help. 
Thanks to the information you sent me, every- 
thing is well under control now, and the cost 
situation has measurably improved. 


This is a typical case from our files—one of thousands 
that AMA handles every year. AMA was able to 
supply the answer because the Association’s main 
function is to serve as a clearinghouse of management 
information through its research and information 
services, conferences, publications, courses and semi- 
nars, and other facilities. Company executives tell us 
how they train their salesmen, how they do their 
budgeting, how they plan and manage insurance, 
install incentive programs, handle packaging problems 
—how they do all those important and practical things 
that turn the wheels of a business. 


These techniques, procedures, and programs are made available to other 
members of the Association. It’s all part of the cooperative enterprise 
that is the AMA: The experience of each for the service of all. 
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BUSINESS DIGESTS OF THE MON 


Economic Forecasters: 
How Often Are They Right? 


ECONOMIC FORECASTERS trace their 
ancestry to a 16th century astrologer 
who was hired to prophesv financial 
trends for the German banking house 
of Fugger. The art of business pre- 
diction has come a long way from 
its starry-eyed origins. But econo- 
mists readily admit that their prog- 
nostications are still largely a mat- 
ter of educated guesswork. And in 
the current uncertainty over the eco- 
nomic outlook, the guesstimating 
fever has reached an epidemic pitch. 
Says one topflight Washington econo- 
mist: “We work by the seat of our 
pants more often than we like to 
admit.” 

How good are the forecasters? In 
recent years, even the best prophets 
have been caught with the seat of 
their pants down. As late as 1945 
and 1946, most business analysts in- 
sisted that World War II, like every 
other major conflict since Napoleon’s 
day, would be followed by a depres- 
sion. They failed to take into account 
the huge backlog of buying power be- 
hind bottled-up wartime shortages. 
Many of them underestimated the 
1953 boom; many oversold the 1954 
recession. Even in January of 1955, 
as the U.S. hummed into an all-time 
record year, eight economists at a 
Congressional hearing foresaw only a 
slight pickup from 1954. At the start 





of 1956, almost all economists were 
correct in predicting that business 
would be good during 1956's first half. 
However, according to the University 
of Pennsylvania’s Irwin Friend, the 
signs were so plain that “only a very 
silly forecast could have been wrong.” 

Despite the errors, the broad, long- 
term predictions have been far closer 
to the target today than they were in 
the pre-World War II period. The 
major reason is the ever-increasing 
range and volume of information on 
the economy. As chairman of the 
President’s Council of Economic Ad- 
visers, Arthur Burns has greatly 
speeded the flow of vital statistics 
from the market place to the slide 
rule. In addition, Burns helped devise 
two of the profession’s now widely 
used yardsticks while director of the 
National Bureau of Economic Re- 
search from 1945 to 1953. From 800 
statistical series on the U.S. economy, 
Burns’s staff picked 21 key indicators 
—business failures, durable-goods 
orders, etc.—that faithfully pace busi- 
ness shifts. Under Burns, the Natioral 
Bureau also perfected the diffusion 
index, a cross section of indicators 
used to gauge the strength of an up- 
swing or downturn. 

Many of the nation’s top econo- 
mists, however, still prefer their own 
pet systems to such rigid formulas. 


For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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Harvard’s Sumner S. Slichter, who 
bats high in the business, emphasizes 
that good forecasting requires (1) 
“imagination,” (2) “comprehensive 
knowledge of the economy,” and (3) 
“thoroughness” in evaluating infor- 
mation. Contending that sound con- 
clusions can only be based on a sound 
“substructure,” he tests his own prog- 
nostications by building the strongest 
possible counterargument from the 
same facts. Slichter, who predicted 
last year that 1956’s third quarter 
would be “the year’s worst” and the 
fourth quarter “the year’s best,” is 
sticking by his prophecy. 

Most economists today agree that 
business trends and their own pre- 
dictions are rooted as deeply in psy- 
chology as in economics. Many or- 
ganizations regularly supplement 
savings and income figures by survey- 
ing consumer attitudes. Nevertheless, 
virtually all economists fell far short 
of the mark in predicting the 1955 


housing and automobile markets, 
mainly because they underestimated 
the extent to which U.S. consumers 
would go into debt. The forecasters 
were apparently too immersed in their 
figures to notice the new cars flashing 
past. 

Economists admit that their main 
faults are over-conservatism and a 
tendency to talk on both sides of a 
forecast so that they will turn out 
at least half-right in any event. The 
fact is, the business prophets who 
have been most consistently right 
have usually been those with an un- 
scientific faith in the nation’s capacity 
for growth. Says one member of the 
Council of Economic Advisers: “In 
the U.S., we have 165 million people, 
all striving to better themselves. That 
tremendous driving force should 
underlie all attempts to measure the 
trends of the American economy.” 

a Time, June 11, 1956, 
p. 92:1. 


Five Steps to Better Delegation 


DECENTRALIZATION of management 
puts a premium on effective delega- 
tion—an art which is difficult to 
cultivate, because for a great many 
people it goes against the grain. In 
addition, the steps toward decentrali- 
zation can be puzzling. Basically, 
these steps are of two sorts: (1) 
Management must cultivate the ele- 
ments that make up the art of dele- 
gation; and (2) management must 
then take the steps needed to make 
decentralization work. 
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Once management is decentralized, 
the advantages of delegating authority 
to foremen, branch and plant man- 
agers, division chiefs, and others will 
be plain enough. Decentralization 
reduces costs; it frees executives to 
do executive work; it often results 
in more expeditious, better decision- 
making by the men who have the 
facts; and it gets the best out of 
people. Most business men are 
aware of these advantages of de- 
centralization—but many still find 
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it difficult to make themselves dele- 
gate. 

Delegation requires of the success- 
ful executive more than the applica- 
tion of tested methods. To build a 
truly decentralized organization that 
successfully inspires initiative, im- 
agination, self-discipline, and loyalty 
in people, the executive must demon- 
strate four important personal at- 
tributes: 

1. He must be receptive to other 
people’s ideas; he must be able not 
only to welcome the ideas of others, 
but to plant his own ideas in the 
minds of others, and to compliment 
them on their ingenuity. 

2. He must be sufficiently placid 
to watch others make mistakes, and 
to write off the cost as an eminently 
worth-while investment in the devel- 
opment of his most valuable re- 
source: people. 

3. He must be willing to forego 


the luxury of blowing his top, of 


berating his assistant. To delegate 
authority, the boss must limit his 
criticism of the individual who tries 
but fails; to criticize is to discourage 
the individual’s willingness to try 
again, to make use of the authority 
delegated to him. 

4. He must be able, if he knows 
much about the detail of the busi- 
ness—as he probably does—to exer- 
cise great powers of self-restraint. 
He must be content with exercising 
broad controls over results, and re- 
frain from telling the sales manager 
how to sell or the comptroller how 
to keep accounts, no matter how 
expert he may be in either field. 


Once the business man _ has 
mastered the art of delegation, he is 
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ready to take these five additional 
steps necessary to make decentraliza- 
tion work. They take conscious ef- 
fort, but they aren’t especially diffi- 
cult. 

1. Policies must be stated clearly 
and explicitly. Take, for example, 
the problem confronting the president 
of a company that had absorbed five 
smaller companies over a two- or 
three-year period. The parent com- 
pany had taken over much of the 
work formerly done by the man- 
agements of the*five companies. The 
president wanted to make each of 
the five companies operate on_ its 
own, but under centralized leader- 
ship. 

Specifically, he wanted each to do 
its own purchasing. This meant that 
the corporate purchasing director had 
to spell out the policies that would 
guide five divisional purchasing 
managers, variously located from 
Philadelphia to St. Louis. These 
policies stated in general terms how 
vendors were to be selected, what 
inventories should be maintained, 
who was authorized to buy, what 
credit terms were to be sought, what 
reciprocity was to be given customers, 
and in what circumstances the pur- 
chasing man might accept gifts or 
entertainment from a vendor. Given 
these policies, each divisional pur- 
chasing agent could then go about 
his job with the assurance that he 
knew the rules of the game. 

2. Jobs must be defined. Every 
executive and superior to whom 
authority is delegated deserves a 
clear statement of the principal re- 
sponsibilities of his position. He can 
then go ahead, and be held account- 
able for his work. 
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3. Goals must be set. Everyone 
likes to know how he is doing. That 
basic human need can be supplied, 
and the controls that are required 
when authority is delegated can be 
provided, if specific goals are set for 
every task that is delegated. 

The salesman’s quota is a clear-cut 
illustration of the value of established 
goals. Plant managers, responsible 
for a specific quantity of production 
at low costs, can be judged in terms 
of standard costs and engineered 
measures of quality. It is more 
difficult, however, to evaluate per- 
formance where objectives cannot be 
stated so specifically—as in the case 
of a research director. Even here 
projects can be defined, budgeted, 
and scheduled, and progress meas- 
ured against these budgets and 
schedules. However, greater judg- 
ment will have to be used ia making 
such an evaluation than in the case 
of the manufacturing or the sales 
executive. 


4. Ideas must be communicated. 
A central idea underlying decentrali- 
zation is that people with front-line 
experience—the salesmen, the pro- 
duction foremen, the project engi- 
neers, the cost analysts—have knowl- 
edge and ideas that must be tapped 
when decisions are made. On _ the 
other hand, the delegation of au- 
thority to lower echelons must not 
be permitted to discourage communi- 
cations between supervisors and their 
superiors, or laterally among division 
chiefs. 

5. Controls must be established. 
A top executive can delegate authority 
to do a task, but cannot rid himself 
of the responsibility for getting the 
task done. Hence, he must have 
means of knowing what is done, of 
knowing when to step in and take 
action. You can’t have delegation 
without control. 

a John J. Corson. 


NaTIon’s BusINESS, 
May, 1956, p. 84:4. 


Why Small Businesses Go Under 


THE opps are that only one in five small businesses will attain the age of 
10 years, according to Professor Harold B. Wess of American University; 
in fact, the median age of the 4.2 million firms in this country is seven 


years. Why this high mortality rate? Professor Wess cites these 10 
reasons: (1) limited capital stretched too far; (2) poor methods of han- 
dling credit; (3) too much slow-moving or dead stock; (4) no knowledge 
of the market; (5) poor record keeping; (6) no time to analyze trends; 
(7) lack of outside advice; (8) little knowledge of the competition; (9) no 
training in management techniques; and (10) no knowledge of how to 
get additional funds. 

Dependence on plowed-back earnings for working capital is the major 
concern of any small business, Dr. Wess has found. Without access to 
capital markets and to ‘investors’ savings through the issuance of stocks 
and bonds, the small business man must turn to commercial or bank credit 
—which often is not available when most needed. 

—Steel 4/16/56 
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Automation in Russia—A “Crash” Program 


AUTOMATION is considered so important to Russia’s future that state 
planning officials have been directed to draw up a special coordinated 
plan for nation-wide use of modern automated processes in all indus- 
tries. 

With the over-all goal of boosting national industrial output 65 
per cent by 1960, the official party directives on the national plan 
list “the means of automation” among class “A” priority items such 
as steel, oil, coal, and electric power. 

Some further idea of the importance of automation to the Soviets 
can be gathered from the fact that while these branches of heavy 
industry are scheduled for an over-all expansion of 70 per cent during 
the next five years, the target increase in the manufacture of instru- 
ments and other means of automation during the same period is 350 
per cent. 

This ambitious manufacturing program for the “means of auto- 
mation” foreshadows an equally impressive plan for installation of 
automated processes throughout the Soviet economy. 


—A. J. Steiger in Automation 5/56 





“It’s more than you won, but the extra is 
your severance pay.” 











—Reprinted by special permission of The Saturday Evening Post. 
Copyright 1956 by The Curtis Publishing Co. 
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How 500 Presidents Got There 


WHat ARE the prospects for a 
young business man determined to 
reach the dizzy height of the presiden- 
tial suite? How good are his chances 
of clambering up to it, and how long 
is the climb likely to take? 
According to a recent Business 
Week survey of the presidents of the 
nation’s 500 leading corporations, 
most future top executives will have 
to wait until deep into middle age 
before reaching their goal. About 
85 per cent of the 458 presidents 
replying are more than 50 years old. 
A college education helps; 280 of 
the presidents have one or more 
degrees, and 89 others have spent 
some time in college. The odds im- 


prove somewhat if the degree is a 


technical one; the 
group of presidents who went 
through college, almost 22.3 per 
cent, have B.S. degrees. 

It matters little how they shape 
their careers. There’s no_ really 
significant difference in results for 
presidents coming up by way of 
marketing, finance, production, or 
general management. Of all the 
presidents surveyed, 31.4 per cent 
took the general management route, 
25.6 per cent traveled the produc- 
tion road, 23.6 per cent came up 
through marketing, and 19.4 per 
cent reached the top by way of 
finance. But the ratios are chang- 
ing: Those appointed in the last 20 
years have come just about as much 


largest single 
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from general management or pro- 
duction as from marketing or 
finance. 

However hard they work for that 
success, the survey indicates, men 
who reach the presidential suite 
aren’t likely to remain there long. 
Almost 67 per cent of the 458 com- 
panies changed presidents in the last 
10 years, more than half of these 
since 1950. Some of those in office 
an unusually long time—more than 
25 years—have probably held their 
jobs more by right of tradition and 
stock ownership than by sheer 
ability. A trifle more than 7 per cent 
of the presidents were appointed be- 
fore 1930, and a good many of 
these helped found their companies. 
Without implying they lack ability, 
it’s safe to say they're firmly en- 
trenched simply because they got 
there first. 

One surprise result turned up by 
the survey is that more corporate 
presidents hold B.S. than A.B. de- 
grees. This doesn’t mean that the 
college graduate’s chances of becom- 
ing president are smaller if he doesn’t 
have a B.S. degree—for the A.B.’s 
are not far ‘behind. 

Almost half the presidents with 
B.S. degrees came up by way of 
production. This tends to refute a 
common conception that a combina- 
tion of technical training and sales 
experience is the best route to top 
management of a corporation. Only 
12.7 per cent of the technically 
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trained men came up through mar- 
keting, the least traveled route for 
the group. 

Of the lawyers, 42 of 44 came up 
through general management, as did 
five of the 11 men with master’s 
degrees in business administration 
(all of whom, by the way, got their 
M.B.A.’s from Harvard). None of 
the Ph.D.’s reached the top by the 
general management route. 


More than two-thirds of the presi- 
dents appointed in the last 10 years 
hold college degrees. (About half 
the remainder have had some college 
training.) Whatever the reason, a 
college graduate stands twice as good 
a chance of becoming president as a 
non-graduate. It wasn’t always this 
way. Even in so recent a period as 
1930 to 1945, only about half the 
corporate presidents appointed were 
college graduates. 


Looking at the group of presidents 
on an_ industry-by-industry _ basis, 
the machinery companies have the 
best educated leadership—83_ per 
cent of their presidents have college 
degrees. Right behind, with 81 per 
cent, is the petroleum industry. 
Pharmaceuticals are third with 67 per 
cent, and chemicals and food tie for 
fourth with 66 per cent. Down at 
the bottom is the printing and pub- 
lishing industry with 33 per cent. 
This last result is not surprising, since 
printing and publishing companies 
are traditionally family operated, and 
their management does not require 
scientific knowledge to as great a de- 
gree as does the management of com- 
panies in such industries as machin- 
ery manufacturing, petroleum, and 
pharmaceuticals. 

=m Business WEEK, 
June 9, 1956, 
p. 111:5. 


Making a Permanent Place for Cost Reduction 


FoR THREE important reasons, the 
line supervisor is the key man in any 
cost-reduction program: He knows 
more than anyone else about his de- 
partment’s activities and operations 
and is, therefore, an excellent source 
of cost-reduction ideas; he is the one 
who must break down resistance and 
instill enthusiasm at the working 
level; and it usually falls to the su- 
pervisor to put into effect, or at least 
help to put into effect, the cost-re- 
duction idea. In short, the line super- 
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visors are the logical focal point for 
reducing and controlling costs. 

Cost reduction, however, is a 
team job. Individual supervisors can 
no longer be expected to cope single- 
handed with all the problems posed 
by today’s highly mechanized oper- 
ations, in addition to discharging 
their growing responsibility for the 
welfare of their personnel. Teamwork 
is necessary for another important 
reason: Without it, a cost saving in 
one activity could result in a greater 
loss in another activity. Effective cost 
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reduction not only requires finding 
problems and working out solutions, 
but making sure that solutions are 
best for the whole company, not just 
for one or two departments. 

If cost-reduction efforts are to pay 
off, disciplined work habits and at- 
titudes must become second nature 
with employees. Management and su- 
pervision must establish and carry out 
consistent standards of performauice 
that will develop these habits and 
insure that cost reduction is not con- 
ducted on an intermittent or one-shot 
basis. 

Such things as methods analysis, 
work simplification, and graphic pre- 
sentation for reporting results of 
quality control tests have their place 
in the cost-reduction program, but 
they are not the most important in- 
gredients for success. The companies 
that seem to be getting the best re- 
sults are emphasizing the adminis- 
trative aspects of the program: “sell- 
ing” the organization on how im- 
portant cost reduction is to both the 
company and the individual, making 
cost reduction a normal part of the 
organization’s activities, defining the 
part each individual and department 
is to play in the whole activity, hold- 
ing each member of the team ac- 
countable for results in his area, and 
making regular, periodic progress 
checks to evaluate performance. 

To achieve maximum results in re- 
ducing cost, each supervisor down to 
the lowest level must receive oper- 
ating cost data in usable form. When 
they do not get this information, 
their efforts at cost reduction are 
seriously handicapped. 

The first step in organizing the 
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program is to get the cost-reduction 
team together. This team should con- 
sist of all members of line super- 
vision who are the responsible mem- 
bers of management in their de, art- 
ment, plus some staff or “idea” mea. 
The kind of administration that will 
usually produce the best results may 
be summarized in the five-point iist 
below: 

1. Over-all authority and leader- 
ship should be vested in a member of 
the line organization. 

2. Staff men should assist the 
leader by developing ideas independ- 
ently of, and in conjunction with, 
members of line supervision. 

3. Each line supervisor should 
participate in analyzing his depart- 
ment’s activities and in setting cost- 
saving objectives. 

4. The line supervisor will spear- 
head the introduction of any changes 
in his own department. 

5. Staff men’s main responsibili- 
ties will be to generate ideas and act 
as coordinators in bringing the whole 
program together. 

In most cases, the selective ap- 
proach to pinpointing cost-reduction 
activities will be the most rewarding. 
This requires a survey of the plant's 
activities. It need not be a long, in- 
volved study, because its purpose is 
only to find out what activities are 
most important and to estimate ap- 
proximate savings that might be 
achieved. 

Determining the sequence of proj- 
ects depends on such considerations 
as the estimated dollar saving of 
each project, the length of time re- 
quired to put each into effect, the 
cost to get the saving, manpower 
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available to put changes into effect, 
and current operating conditions 
within the departments. 

The heart of the analytical phase 
of the cost-reduction program is the 
development of steps for improve- 
ment. This is where we focus on 
specific matters to determine how 
operations or activities can be made 
better and what steps will be neces- 
sary to put the improvement into 
effect. 

These four steps should insure ef- 
fective operation of the cost-reduction 
program: 

1. Set up cost-saving objectives on 
a period basis for each department. 
Make sure these objectives are under- 
stood and, where possible, agreed to 


by those who must carry them out. 

2. Organize to obtain periodic re- 
ports from departments, comparing 
their actual cost-reduction perform- 
ance with the objectives. Revise ex- 
pected cost savings when analysis 
shows original estimates to have been 
wrong. 

3. Review reports with responsible 
individuals and explore reasons for 
poor performance. 

4. Make it clear to those respon- 
sible that cost-reduction performance 
is part of the basis for judging pro- 
motions and compensation. 


w Robert P. Neuschel. 


N.A.C.A. BULLETIN, 
May, 1956, p. 1059:9. 


Job Enlargement in the Office— 


One Company’s Program 


AN OFFICE job-enlargement program at Colonial Life Insurance Co. 
(East Orange, N.J.) has boosted morale, cut absenteeism, and reduced 
turnover, it was recently reported in Industrial Relations News. This 
technique, which proved so successful in one department that it was 
extended to two others, consolidates three specialized jobs into three 
identical, enlarged jobs. The company sees it as a promising method if 
automation is introduced. 

Here’s how it works: Each specialized operation is analyzed and charted 
on a flow-process sheet. The personnel departmen; then charts all opera- 
tions together on a single sheet, and a proposed procedure is drawn up 
combining all operations and improving (but not necessarily shortening) 
them. The final new procedure is developed with the supervisor and given 
to the clerks to study. Each clerk is then given full responsibility for one 
assigned, alphabetical segment of work, which now consists of a combi- 
nation of all department operations previously performed by separate indi- 
viduals. 

The company reports that the program has resulted in more adequate 
job coverage during periods of sickness, a continuous flow of work when 
someone is absent, simplified training, pinpointing of responsibility for 
errors, and increased job understanding and satisfaction. 
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The Decline of the Dollar 


IN TERMS of purchasing power, the 
dollar is a sorry shadow of its once 
robust self. That will probably come 
as no news to either consumers or 
business men, but the full extent of 
the dollar’s decline in recent years 
may not fully be realized. 

There has been only one marked 
spurt of inflation in the last decade— 
during the Korean War. Even so, the 
process of erosion has continued al- 
most unchecked. 

Consider a recent study made by 
the National Industrial Conference 
Board. The latest estimate puts the 
consumer’s dollar—which goes for 
food, housing, clothing, transporta- 


tion, and other items—at 69.5 per 
cent of the 1945 level. There are, of 
course, variations within the pattern. 

Judged by the 1945 yardstick, the 


food dollar is worth 74.4 cents; that 
for housing, 76.9; for clothing, 89.1; 
and for transportation, 65.9. In only 
one of the last 10 years—1949—did 
the purchasing power of the con- 
sumer dollar actually gain. In all 
others, it skidded. (On the other 
hand, it has been fairly stable for 
the past four or five months.) 

The manufacturer’s dollar over the 
same period has taken an even worse 
beating. The Conference Board has 
found that the 1945 dollar spent 
for labor would now be worth just 
51 cents. The construction dollar has 
declined to 45.2 cents, and that for 
raw materials to 65.1 cents. Only in 
buying electric power is industry bet- 
ter off. Here, the 1956 dollar is 
estimated at 100.3 cents. 
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The Bureau of Labor Statistics of 
the Department of Labor has still 
another measurement of the dollar's 
purchasing power. The basis used is 
the 1947-49 average of wholesale, 
consumer, and retail food prices. The 
dip is less steep since a shorter period 
is covered. 

Using the latest estimates again, 
the Bureau reports the wholesale dol- 
lar stands at 88 per cent of the 1947- 
49 level, while the consumer dollar 
stands at 87.2 per cent. Retail food 
prices have declined over a consider- 
able period with the result that to- 
day’s dollar in this category buys more 
than it did three years ago. It has 
held at about 91 per cent of the 
1947-49 strength. 

Going back further in history, the 
decline of the dollar becomes even 
more striking. In 1929 the whole- 
sale dollar was worth $1.61 com- 
pared with the 1947-49 dollar. The 
slide began in 1933-34 and has per- 
sisted, with occasional fluctuations, 
for more than 20 years. 

The explanation, of course, is the 
equally steady rise in prices. The in- 
creases have by no means been spec- 
tacular (with the notable exception 
of the Korean War period). The 
over-all result, however, has been a 
sort of “built-in inflation,” a phenom- 
enon that now shows all signs of 
becoming a permanent part of the 
economy. 

Will the upward price spiral con- 
tinue, bringing with it a. continued 
decline in the dollar? Reluctantly, 
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more and more observers are coming 
to that conclusion. A host of reasons 
may be—and are—cited. Chief 
among them is the steady rise in 
labor costs, unaccompanied by a par- 
allel increase in productivity. And 
over the ‘ast decade the roaring de- 
mand for consumer goods has helped 
to push prices up all along the line. 

One paradox is that even when 
demand sags in some items, producer 
prices often do not follow the trend. 
The automobile industry, for instance, 
has been plagued with disappointing 
sales so far this year; yet makers 


hint prices will be higher on the 
1957 models. 

In June, for instance, the Guaranty 
Trust Company of New York reported 
that the average weekly wages of 
factory workers had risen by 41 per 
cent between 1947-49 and 1955. 
Productivity over the same _ period, 
according to the bank’s economists, 
had increased by only 30 per cent. 
The result is that the cost of produc- 
tion has forced prices up. 

a Richard Rutter. 
Tue New York TIMEs, 
June 17, 1956. 


Management Training for All Levels: 
One Company’s Program 


ABouT A YEAR AGO, Jack & Heintz, 
Inc., (Cleveland, Ohio) set up a 
three-level management training pro- 
gram unique in its approach to the 
developing of supervisory personnel. 
Management personnel on the mid- 
dle level (supervisors in charge of 
large subdivisions of major depart- 
ments) established 12 basic manage- 
ment objectives. These are: (1) 
Budgeting: control of expenses. (2) 
Discipline: maintenance of produc- 
tive relationships among people. (3) 
Equipment: proper use of available 
facilities. (4) Housekeeping: adminis- 
tration of orderliness and cleanliness. 
(5) Induction: timely establishment 
of employment requirements. (6) 
Organization: achievement of a man- 
agement team. (7) Placement: as- 
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signment of the right person to the 
right job. (8) Productivity: efficient 
attainment of plans and schedules. 
(9) Progress: self-development of 
the individual. (10) Quality: reali- 
zation of acceptable employee and 
product performance. (11) Safety: 
promotion of hazard-free work condi- 
tions. (12) Training: instruction 
and education. 

Line management (supervisors in 
charge of plant departments) de- 
veloped ways to achieve these objec- 
tives, and the methods were reviewed 
by middle management, then ap- 
proved by top management. 

Working as small teams, each with 
several of the 12 objectives as their 
assignment, members of line manage- 
ment presented their ideas of how to 
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achieve these objectives to other 
teams as well as to groups on other 
management levels. 

The program gave foremen and 
supervisors a broader conception of 
their jobs and the relationship of 
these jobs with other supervisory 
jobs and the problems of top man- 
agement. Similarly, top management 
got a closer look at other-manage- 
ment-level problems. 

Now a broader base has been 
added, and the _ training-program 
pyramid includes hourly paid em- 
ployees. Because management ob- 
jectives can only be achieved through 
the effort and cooperation of all 
employees, the “management job” 
becomes the “organization job” and 
the 12 “management objectives” be- 
come “organizational training objec- 
tives.” 

One of the four groups involved 
is a team of 11 new foremen not 
included in the original manage- 
ment-training program. These men 
were selected by a committee from 
middle management. Hourly-paid em- 
ployees—26 of them—comprise a 
second group, while a like number 
of non-supervisory salaried employees 
make up a third group called “Spe- 
cialists.” The fourth group is made 
up of hourly-paid employees from 
16 departments in the plant. 

The new foremen, as a group, first 
study and review the 12 objectives, 
meeting once a week for one hour. 
From material developed in the 
original program, they examine the 
origin, meaning, and application of 
these objectives, finally reaching an 
understanding of the scope of the 
whole program. After this, each 
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new foreman is assigned a specific 
objective. With an associate he 
selects from the group, he is to pre- 
pare, and present before his own 
group a talk explaining what can be 
done to achieve the objective in ques- 
tion. Presentations take 
successive 


place at 
weekly meetings, and 
after each talk the entire group takes 
part in discussion. 

Hourly paid employees from 16 
different production and service de- 
partments 
half-hour sessions with their in- 
dividual foremen. After selecting an 
objective of special interest or sig- 
nificance to his own department, the 
foreman is briefed on this assign- 
ment, then prepares a half-hour talk 
which he first presents for criticism 
and review to a group of .general 
foremen. About a week later he 
presents the talk to a group of super- 
intendents for their review and 
comments. A final “dry run” takes 
place when the training department 
hears his presentation. Finally, the 
foreman calls a meeting with his 


meet every month for 


department and makes his presenta- 
tion. Although these meetings are 
relatively short, follow-up and clari- 
fication of essential points are made 
as necessary. 


Employees participate 
by criticizing, asking pertinent ques- 
tions, and commenting on the topics. 

In this way, a closer relationship 
between the foreman and his depart- 
ment is developed. His workers feel 
considerably more at ease about ap- 
proaching him on many other sub- 
jects, and he learns a great deal 
about the problems of individuals in 
the department. Of course, the 
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foreman’s ability to handle day-to-day those who appear to possess special 
problems is increased by a better ability. Many in these groups, of 
knowledge of his department and course, are slated to become foremen 


improved communications. and supervisors themselves; the talks 
The other two groups—“Special- and discussions help them  under- 
ists” and employees from all produc- — gtand ~more of the responsibilities 


tion operations—operate individually, that go with these positions. 
but along the same lines, meeting 
weekly for one hour and _ taking 
part in discussing presentations made 
by teams of foremen. The foremen, 
selected by the Management Com- 
mittee, do not include those previ- 
ously assigned to talk to departmental 
employees, since it is considered 
desirable to avoid overlapping and 


In general, the program has bene- 
fited management personnel as well 
as employees and has _ highlighted 
shortcomings and qualities on both 
sides. The main advantage, however, 
is the sense of common objectives 
that has been developed throughout 
the organization—the feeling of be- 


also to give more people an oppor- ing on the same production team. 

tunity to de Rowe who eheticne 0 thien: 
would themselves benefit from par- Annie Bhacaitenre. 
ticipation are selected, as well as June 4, 1956, p. 121:3. 


How to Increase Your “Foremanpower” 


DEVISING new ways and means of using “foremanpower” more effectively 
is a constant management concern. Lance, Inc. (Charlotte, N.C.) has 
sprinted ahead here by adding a unique feature to its supervisory train- 
ing program. 

The company temporarily moves its foremen and supervisors from line 
to staff, with a six-weck assignment in its personnel department. There, 
they observe and participate in the department’s function, consult with the 
personnel director about personnel problems, supervisory techniques, and 
company policy toward them, read related material from the department's 
lending library, and interview job applicants. 

The company feels that this rotation broadens the foreman’s perspec- 
tive, and gives assistants a chance to do the supervisor's job while he’s 
“on staff.” 

—Lawrence Stessin in Mill & Factory 6/56 





TOTAL GOVERNMENT SPENDING on the federal, state, and local levels 
multiplicd 22 times from 1913 to 1950, jumping from $3.1 billion to 
$69.5 billion, according to a recent report by the Twentieth Century 
Fund. 
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That Elusive Summer Slump 


THE SUMMER SLUMP is apparently a myth where many products are 
concerned, according to a recent report in Sales Management. Compari- 
son of key 1955 consumer goods sales indexes by quarters reveals that 
the summer months were the second best business period of the year. 

Bureau of the Census figures indicate that summer food sales were 
nine points above the first quarter and only four points below the 
fourth quarter. Warm-weather drug sales were 11 points below fourth- 
quarter sales, but they exceeded those of the first six months by four 
to six points. Furniture and appliance sales were also higher during the 
summer than during the first half of the year, although fourth-quarter 
sales were again highest. Total retail sales showed the second and third 
quarters a tie. 

Despite these indications that people don’t stop buying as the mercury 
rises, many advertisers still slash schedules during the summer months, 
perhaps on the theory that most people spend their vacations away from 
home. A study of TV families made by NBC, however, reveals that 56 
per cent of families spend their vacations at home. During an average 
summer month, at least one family member is at home in 95: per cent 
of all households, and even during the first week in July (the peak 
of the vacation season) 92 per cent of all homes are occupied by at least 
one member of the family. 


Where the Family Budget Goes 


HOW MUCH a year did it cost a San Francisco wage earner with three 
dependents, as of September 1955, to rent his home, pay his taxes, and 
provide his family with those goods and services “necessary to health 
and reasonably comfortable living’? Based on “the spending pattern of 
the majority,” the figure was $5,466, according to the Heller Committee 
for Economic Research of the University of California. (In September, 
1954, the figure was $5,335.) 

In detail, this average family budget would be allotted as follows: 
food, $1,595 (29 per cent); housing, $1,107 (20 per cent); clothing, 
$556 (10 per cent); transportation, $520 (10 per cent); income and 
OASI taxes, $597 (11 per cent); medical care, $404 (7 per cent); 
insurance, $161 (3 per cent); recreation, $374 (7 per cent); and con- 
tributions and other expenses, $152 (3 per cent). 

A wage earner who was buying rather than renting his home would 
have needed $5,798 last year ($5,629 in 1954). And a junior profes- 
sional or executive with three dependents would have needed a salary 
of $8,130 ($7,980 in 1954) to maintain the standard of living “com- 
monly accepted” for his economic bracket, according to the Heller survey. 


—Labor Policy and Practice (Bureau of National 
Affairs, Inc.) 4/5/56 
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The Big Boom in New Products 


THE NEW-PRODUCT scramble is 
expected to reach an all-time peak 
this year. Billions of dollars are being 
spent on new-product research and 
development. Hardly a cay goes by 
without a new advertising campaign 
heralding an improved or completely 
new product. 

This trend is pointed up by Ross 
Federal Research Corp.’s continuing 
study of the intentions of 200 lead- 
ing package goods manufacturers. 
The most recent study shows 84 per 
cent of these manufacturers are con- 
sidering introduction of new products. 
This percentage has varied only 


slightly since the study got under 
way eight years ago. 
Throughout the postwar period, 


the odds have been heavily weighted 
against the success of a new prod- 
uct, and they still are. Estimates 
vary according to the expert. Some 
say odds are 10 to 1 against success, 
and as high as 100 to 1 in some 
competitive categories. Some say three 
or four out of every 100 products 
will make a go of it; others say four 
out of five are unsuccessful. 

The actual figures are of little 
consequence. But they get the point 
across: The new-product casualty 
list is long. Why? Manufacturers 
and retailers come up with a variety 
of reasons. In the Ross Federal 
survey, for instance, manufacturers 
reported the five most important 
reasons for failure of new products 
as: (1) lack of a well-thought-out 
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marketing program; (2) lack of pre- 
testing with consumers; (3) lack of 
market test; (4) insufficient product 
research; and (5) lack of pretesting 
of packaging. 

Despite the heavy odds against 
success, manufacturers continue the 
new-product barrage. And the think- 
ing behind it is just about unani- 
mous: Nearly every advertiser sur- 
veyed by Printers’ Ink said, in effect: 
“If we don’t bring out the new prod- 
uct, our competitor will.” 

Some additional reasons for the 
current new-product binge, as re- 
ported by the Doyle Dane Bernach 
agency, are: 

1. Science has accumulated a 
momentum that multiples its won- 
derful achievements. 

2. As manufacturers accumulate 
vast reserves, laboratories, product 
facilities, distribution and consumer 
franchises, new-product development 
becomes essential. 

3. This is a full-line age among 
manufacturers, who are diversifying 
by category, size, price line, etc. 

4. Prosperity encourages new- 
product development, and encourages 
new companies to enter the fray. 

5. The public, with fatter pocket- 
books and higher living standards, 
has become increasingly susceptible 
to the appeal of new products. 

Like cigarette companies, with 
their filter splurge and food com- 
panies with their flood of new mixes 
and frozen foods, the big soap and 
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cleanser companies are 
new-product field day. Within the 
past year, Lever Brothers, for ex- 
ample, has revitalized its operations 
by introducing several items, among 
them a new margarine, a soap, a 
liquid detergent, and a shortening. 
The evidence gives considerable 
credit to new-product development 
for the increased sales volume in 
recent years. The A. C. Nielsen Co. 
reports that new products played an 
important role in the over-all 43 per 
cent increase in grocery store dollar 
sales between 1948 and 1955. 
Nielsen points out that in this period 
companies with new- or improved- 
product developments racked up a 78 
per cent increase in dollar sales, 
compared with a-10 per cent gain for 
companies whose new- or improved- 
product activities were limited. 
Nielsen offers this interesting data 
on the time required to judge the 
success of new or improved prod- 
ucts. “Time must be allowed for 
consumers to use their initial pur- 


having a 


chase and to buy again and again. 
With many new products, several 
different promotional plans must be 
tried before the most profitable one 
is hit upon. In many instances, 
competitive movements will cloud the 
issue by introducing other variables, 
thus causing further delay in reach- 
ing a conclusion.” 

Nielsen reports that it has found 
that for 10 per cent of the products 
surveyed, a testing period of as much 
as 37 to 48 months may be necessary; 
on the other hand, less than six 
months is sufficient in 9 per cent of 
the cases. The most common test 
period ranges from 25 to 36 months, 
Nielsen has discovered, being used 
in 29 per cent of such cases. Fur- 
ther, 21 per cent of new or improved 
products are measurable in 19 to 24 
months; 20 per cent in a period of 
13 to 18 months; and another 11 
per cent require six months to a year. 


a Dick Bruner. 
PRINTERS’ INK, 
June 1, 1956, p. 21:3. 


Supervisory Training: Sound Planning Pays Off 


AMERICAN industry has plunged in- - 


to a veritable flood of supervisory 
training programs. One estimate in- 
dicates an 800 per cent increase in 
such programs in the past 10 years. 
This obviously represents a large in- 
vestment of company dollars, as well 
as management time and effort. 
Clearly there is a reason for so 
much interest in the training of 
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supervisory personnel. Today, the 
supervisor is “caught in the middle.” 
Workers’ attitudes are far different 
than in the past. Routinization of 
work, separation from top manage- 
ment, and union organization have 
combined to make employees harder 
to understand and motivate for good 
performance. On the other hand, 
top management is more demanding 
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than ever; supervisors must display 
technical know-how, reporting skill, 
and administrative ability. 

Study after study shows that pro- 
duction depends primarily on morale 
in the work group. And morale there 
depends on the behavior of first-line 
supervisors, which in turn depends 
on the quality of supervision further 
up the line. Any lack of good super- 
vision shows up clearly in higher 
rates of absenteeism, turnover, and 
grievances, and in correspondingly 
lower rates of production. 

To succeed, a training program 
must be planned as carefully as any 
other company activity. It calls for 
intensive, down-to-earth planning be- 
cause so much depends on all parts 
of the program being right. The 
need, in short, is for a coordinated 
approach to the fundamental prob- 
lem, not just a one-shot attempt to 
cure some isolated symptoms. 

Moreover, any company must 
realize that its training program can 
accomplish nothing if the morale of 
the supervisors is low. Accordingly, 
management may find it worth while 
to explore such related matters as 
compensation, working conditions, 
and communications to see how well 
it is treating its supervisors. 

In any event, management should 
not contemplate a training program 
for supervisors without simultaneous 
attention to the question of their 
selection and on-the-job coaching. 
Perhaps the biggest cause of failure 
or dissatisfaction with training re- 
sults is this lack of a coordinated ap- 
proach in which the essential ele- 
ments of training reinforce each 
other. 
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The over-all goal of improving 
supervisory performance may be 
broken down into several specific ob- 
jectives: (1) overcoming resistance; 
(2) strengthening confidence; and 
(3) teaching techniques of analytical 
thinking and leadership. 

Note that even such an_ over- 
simplified listing of objectives im- 
mediately points up selection and 
on-the-job coaching, as well as the 
form and content of the training 
program itself. Thus, unless the 
right kind of men are selected for 
supervisory positions, they cannot be 
taught the appropriate techniques. 
Beyond his technical know-how, the 
supervisor must be able to plan and 
make decisions (analytical — skill), 
and be able to motivate and guide 
people (leadership)-—in short, to 
think like a manager. 

But a supervisor's behavior can 
rarely be changed in the course of 
a one- or two-week program. The 
most that can be done (and man- 
agement should recognize this fact, 
unpalatable as it may be) is to 
“open up” the trainees to new ideas 
and new ways of thinking. Only 
continuous repetition in actual day- 
to-day operations and _ on-the-job 
coaching can consolidate such train- 
ing, and make it a permanent asset 
to the trainee. 

As to the form and content of the 
training program, there is no one 
formula that will apply in all cases. 
Company situations will differ, and 
objectives will vary. However, there 
are certain guideposts that can be 
helpful: 


1. The discussion group type of 
program is the one most likely to 
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overcome initial resistance and the 
method best suited to teach super- 
visors how to think. At the same 
time, a certain amount of lecture 
presentation may be needed to pro- 
vide the necessary framework of 
ideas for independent analysis and 
thought. 

2. In any program, one important 
objective is improvement in the 
supervisor's relations with workers— 
a subtle, complex process. Accord- 
ingly, the length of the training 
period should be as great as man- 
agement’s emphasis on this objective 
allows. 

3. The participating supervisors 
must be free to talk, discuss, ques- 
tion, and criticize. This suggests 
such measures as limiting the size of 
the group, securing discussion leaders 
who will command respect and know 
how to stimulate the group, and ex- 
cluding “brass” who would have an 
inhibiting effect. 


encourage broad thinking that goes 
beyond the details of company opera- 
tions; yet, at the same time, it should 
foster application of such thinking 
to the participants’ own situations. 
This is one reason why many effec- 
tive programs use a mixture of 
cases—starting off with non-com- 
pany cases (but those not too 
far afield) and then working into 
actual cases from the company’s own 


experience. 
5. The instruction obviously 
should not be dogmatic. It may, 


however, prove zecessary to have a 
fairly rigid agenda. Also, plans 
should be made to use actual per- 
formance records to demonstrate 
supervisors’ improvement as a result 
of the program—or if none shows 
up, to serve as the basis for a criti- 
cal review of the program itself. 


sAcmME REPORTER (Association 
of Consulting Management 


4. The material discussed should Engineers, Inc.), No. 2. 


How Many Holidays? 


MOST EMPLOYERS responding in a survey of company holiday policies 
in the Cleveland area (usually considered representative of American 
industry as a whole) grant six paid holidays to their plant workers, 
reports the Associated Industries of Cleveland. In addition to these 
six days—New Year's Day, Decoration Day, Independence Day, Labor 
Day, Thanksgiving Day, and Christmas Day—about 25 per cent of 
the respondents report granting a seventh paid holiday, often in the 
form of a half-day before both Christmas and New Year's Day. 

Eligibility requirements show wide variation, but management usually 
requires the manufacturing employee to work the day before and the 
day after a holiday to qualify for holiday pay. Most of the companies 
participating in this survey pay manufacturing personnel their hourly 
rate for holidays. Almost as many pay workers for holidays that fall 
within their vacation period, but somewhat fewer pay employees if 
a holiday falls on a Saturday and no work is performed. 
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Easing Your Company’s Engineer Shortage 


UsING ENGINEERS as technicians is 
a costly waste of manpower. Many 
companies are learning they can beat 
the engineer shortage and save money 
at the same time by assigning the 
routine jobs to qualified non-engi- 
neers and freeing their engineers for 
more creative work. 

But where do they find the sub- 
stitute personnel? Technical insti- 
tutes are one source of specially 
trained people. In addition, some 
engineering schools now run _ two- 
year programs for engineering tech- 
nicians. 

Other sources of technically ca- 
pable people are also used. Men with 
shop experience are upgraded to en- 
gineering-factory liaison work. Some 
companies find they can use student 
engineers from nearby colleges for 
part-time work. Graduates of general 
colleges — particularly those with 
math and physics majors—are making 
a good showing in purchasing, semi- 
technical sales, and production work. 
Accounting machine operators, cleri- 
cal personnel—there is no limit to 
the fields that produce men and 
women capable of good service in 
engineering departments. The main 
qualification is technical aptitude. 

Where do you use engineering 
assistants? The problem is mainly one 
of identifying strictly engineering 
functions. One automotive company 
breaks down each engineering job 
into its component steps before start- 
ing. Through this method the com- 
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pany is able to pinpoint the steps 
that do not require a graduate engi- 
neer. Westinghouse has had good 
success in inviting engineers to par- 
ticipate in such surveys of their own 
jobs. 

Apart from the question of substi- 
tute personnel, companies offer vari- 
ous suggestions for getting more mile- 
age out of engineers. Some emphasize 
that the limits and goals of their work 
should be clearly defined. Make them 
turn projects loose, other companies 
suggest. They say there is a tendency 
for research engineers to cling to a 
project after it has reached the devel- 
opment stage, and for development 
engineers to get into specific design. 
The result is a time loss and an over- 
lapping of effort. 

Computers and other engineering 
tools are, of course, useful timesavers 
that can be employed to advantage 
here. And consultants may be used 
to ease the engineering load in special 
cases. 

Many companies are using educa- 
tional programs to produce more and 
better engineers. Westinghouse offers 
three types of educational assistance: 
(1) scholarships to high school stu- 
dents; (2) tuition help for workers 
taking night courses toward a degree; 
(3) a program of graduate and sup- 
plementary study for engineers. 

United Aircraft feels that facilities 
for advanced study are important not 
only in improving engineer quality 
but in attracting new ones. To reme- 
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dy the situation, United has _per- 
suaded Rensselaer Polytechnic Insti- 
tute to open a branch graduate school 
near South Windsor, Conn. The com- 
pany is spending $260,000 on the 
school and expects to have 300 engi- 


neers enrolled by next June. These 
educational programs and use of 
technicians have the same aim: more 
efficient engineering. 

= The Iron Age, 


January 12, 1956, 
9. 31:3. 


How Integration Is Working Out in Industry 


Topay, recruiting has become an 
industry. Wages for technical jobs 
have skyrocketed. In this scramble 
for good people, only a_ relatively 
small part of business has made use 
of a vast untapped source of natural 
talent: the American Negro. How- 
ever, economic discrimination is still 
being practiced by the bulk’ of 
employers, who traditionally hire 
Negroes for only unskilled work. 

Elmo Roper, the well-known re- 
search expert, estimates that discrimi- 
nation is responsible for a $30 billion 
annual waste in manpower, morale, 
and production. Or, interpreted in 
more meaningful terms, discrimina- 
tion wastes $10 of every $75 pay- 
check issued. 

There are, of course, deep-rooted 
sociological tears and prejudices to 
be reckoned with in “integrating” 
a workforce. Important problems 
have to be ironed out, such as re- 
cruitment, housing, cafeteria and 
washroom facilities, and union co- 
operation. And _ subsequently, up- 
grading, training, and_ recreation 
become problems. 

Even before taking an on-the-job 
integration decision to the rank-and- 
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file worker, management itself must 
first undergo a careful process of 
education. And this first phase 
should begin at the very top. 

Experience shows that the positive 
influence of top management is the 
most important factor in achieving 
success. The policy should be 
explained to all the persons in man- 
agerial, administrative, and | super- 
visory positions. Conferences should 
be arranged with these groups for 
frank discussion of the company’s 
policy. It is important that these 
people should be in a position to 
interpret the company’s _ policies. 
Equally important is the need for 
understanding the policy at a third 
level: Foremen, group leaders, and 
counselors, because of their frequent 
contact with employees, will assume 
much of the responsibility. 

The next step is the announcement 
of the policy to the workforce. 
Again, discretion is a necessary part 
of the process. There are agencies 
to help an employer get an integra- 
tion policy rolling. The National 
Urban League, for example, wix. 
60 offices throughout the nation, can 
provide guidance and advice accumu- 
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lated through many years of integra- 
tion experience. 

On-the-job integration can be ac- 
complished successfully even in areas 
where prejudice is strongest. One of 
the most carefully documented cases 
took place in two plants of the In- 
ternational Harvester Co. at Louis- 
ville, Ky., and Memphis, Tenn. 

The company began operations in 
both shortly after World War II. At 
Louisville, in 1946, only 4.2 per 
cent of the employees were Negroes. 
By 1950, the figure had risen to 
14.1 per cent. At Memphis, during 
the same period, the figure rose from 
12.2 per cent to 23.1 per cent. 

Harvester’s technique involves a 
mixture of persuasion, education, and 
persistence. The company has not 
advocated any form of social integra- 
tion; it has felt that question belongs 
to other agencies. It is concerned 


only with its employees and_ their 


jobs. 

A “Fair Employment Program” 
at Pitney-Bowes, Inc. (Stamford, 
Conn.) began during the war years. 
In 1946, well before FEPC legisla- 
tion was enacted, the company em- 
ployed its first Negro white-collar 
worker. Like most other plants in 
the Northeast, Pitney-Bowes had 
previously almost automatically re- 
stricted employment opportunities for 
Negroes to unskilled work such as 
shop maintenance and _ trucking. 
Then management made its decision 
to make skilled work opportunities 
available to the Negro minority. 

The decision to integrate was the 
outgrowth of management's deep be- 
lief that there is no inconsistency 
between the accepted goals of a busi- 
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ness enterprise and the social goals 
of human equality and community 
leadership. 

Since Pitney-Bowes is predomi- 
nantly a manufacturing operation, 
the first step was to fill some ma- 
chine, assembly, and other skilled 
or semi-skilled jobs with Negroes. 
Though management was prepared 
for a violent reaction to this integra- 
tion, it never came. The new workers 
were accepted calmly and without 
much comment. Rumors did circu- 
late among the employees that man- 
agement would weed out white 
workers, replacing them with Negroes 
who would work for less money. 
But management ignored this rumor, 
and continued instead to add other 
skilled Negroes at good going pay 
rates. 

In 1946, Pitney-Bowes felt the 
time had come when Negroes should 
be employed in its office departments. 
Because of the traditional importance 
of “status” to white-collar workers, 
and the assumption that social taboos 
would influence them to an even 
greater degree, the company chose 
the first Negro girl very carefully, on 
the basis of interviews and aptitude 
tests. She was assigned to the per- 
sonnel department, partly because this 
would indicate official company en- 
dorsement, and partly because the 
personnel staff was intimately ac- 
quainted with the program, and 
understood what the company was 
trying to do. 

Now, nearly 10 years later, she 
has advanced to a responsible job 
which calls for continual employee 
contacts in the administration of 
group insurance plans and a variety 
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of other personnel functions in the panded. The Radio Corporation of 
office. Since then, many more Negro America, for example, began its pro- 
office workers have been hired. gram at one plant in 1941. Since 

Upgrading, according to company then, it has instituted similar pro- 
officials, has not been a problem; nor 
has the personnel department had to 
promote the cause of a deserving 
Negro employee any more than that 
of a white employee. Many Negroes 
have moved up to better classifications 
within their departments, and strict- 
ly because of merit. 

Progress in the solution of the in- 
tegration problem has been slow, but 
it has been substantial. Where it = MANAGEMENT METHODS, 
has been tried, it has been success- May, 1956, 
ful, and eventually it has been ex- p. 29:7. 


grams at each of its plants. 

In recent years, integration has 
also advanced at the executive level. 
Many companies, such as the R. H. 
Macy Co. and Carson Pirie Scott & 
Co., have included young and 
promising Negroes in their executive 
training programs. Though still iso- 
lated, these advances are significant. 


The Rosy Crystal Ball 


U.S. ECONOMISTS have recently taken off into the Great Unknown with 
a bravado and abandon that would put any spaceman to shame. They 
not only tell us how much money we will be making in 1965 and 1975, 
but how many babies, bathtubs, and bazookas will be produced. This 
rash of predictions is a little disconcerting to those of us who haven't the 
faintest idea what is going to happen next year—or even next month. 

Most of the seers regard the next 10 years as just a breeze. The only 
question seems to be whether we continue straight up or zigzag a bit on 
the way. The chief argument hinges on whether the economy will grow 
at an annual rate of 3, 4, or 5 per cent. If prosperity is purely a matter 
of turning on the spigot, one might ask, why be content with a measly 
3 or 4 per cent annually? Why not 10, 25, or even 100 per cent? This 
is known as the “Let’s-Not-Settle-for-Peanuts-When-We-Can-Have-Caviar 
Theory.” 

Unfortunately, or perhaps fortunately, it is not that simple. Although 
mankind may yearn for a riskless society, it might actually prove to be 
quite dull and stultifying. Success is a hollow thing if achieved without 
competitive struggle or overcoming obstacles. Moreover, to attain an 
economic paradise, we must first repeal human nature. The inalienable 
right to lose one’s shirt is still highly cherished. Imagine a nation of go- 
getters doomed to a life of lotus-eating devoid of effort, adventure, and 
uncertainty—the challenge of every tomorrow. 

—Herbert A. Leggett. Arizona Progress (Valley 
National Bank, Phoenix, Ariz.) 2/56 
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Business Expansion Plans Spell Prosperity 


BUSINESS INTENDS to spend $39 billion for new plants and equipment 
in 1956, according to the latest McGraw-Hill survey of plans for new 
plant and equipment. This figure represents a 30 per cent increase over 
1955. What’s more, plans for expansion in 1957 already equal those 
for the coming year, and plans for capital spending through 1959 are 
at a very high annual level—within shooting range of the 1956 ex- 
penditures. 

Prosperity will be aided by this giant expansion. The building indus- 
try alone will receive a welcome boost of 29 per cent in new construc- 
tion. Machine, tool, and equipment makers are assured a big slice of 
the spending cake, too, for 71 per cent of the outlay will be for new 
equipment. 

A trend toward farsighted management is also apparent. The number 
of companies able to give specific plans as far ahead as 1959 was the 
greatest of any McGraw-Hill survey—representing 88 per cent of the 
respondents. 

And these are not all paper plans; they are in the form of firm orders 
and rising plants. Plans for future years are tied to present expenditures, 
with spending peaks in such industries as oil, utilities, and airlines slated 
for 1957, 1958, or 1959. 

Other findings indicate that manufacturing companies plan to in- 
crease their capacity 8 per cent in 1956, and another 18 per cent in 
1957-1959. They expect 11 per cent of their 1959 sales to be in new 
products not made in 1955. Almost 30 per cent of all manufacturing 
companies reported that a significant share of their 1956 capital spend- 
ing will be for facilities to make new products. 

—Sales Management 6/1/56 


Increased Sales Volume Through Dealer Incentives 


WHAT DOES a company do to increase sales the year after its business 
goes up 75 per cent? In this situation, Facit, Inc., found that the 
next logical step was to offer bigger incentives and promotional aids to 
its 400 national distributors. 

Recently, Facit began a dealer incentive promotion plan, based on a 
point system, which will tie five types of promotion aids and rewards 
to dealer sales. The program, which is based on a survey of dealer needs, 
works this way: 

For each Facit machine sold, the dealer receives a premium “check” 
representing a percentage (5 per cent) of the list price. These checks 
are worth a certain number of points, applicable to any section of the 
five phases of the plan. Each point is equivalent to one cent. 

Accumulated points can then be used: (1) To pay up to 50 per cent 
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of newspaper advertising costs; (2) to pay up to 50 per cent of telephone 
classified advertising costs; (3) to pay for large illuminated window 
signs with the dealer’s name printed on the sign; (4) to buy direct mail 
advertising pieces; and (5) to earn personal gift items. 

The kit sent to each dealer contains lists of point requirements for 
telephone directory advertising costs, plus a brochure of the prizes avail- 
able under the gift plan and the points required to obtain them. It 
also includes a photograph of the illuminated signs and their point costs, 
and sample copies of direct mailing pieces and their point costs. Sample 
premium checks and sales records, to be mailed to the company as evi- 
dence of a sale, are also included in the kit. 


—Management Methods 5/56 


More Business Aid for Higher Education 


CORPORATIONS are becoming increasingly aware of the needs of higher 
education. During the fiscal year 1954-1955, their contributions here 
totaled $39.5 million (exclusive of research and other contract-for- 
service grants, or donations to their own foundations)—12 per cent of 
the total contributions. 

Here are some other facts that cmerge from a study of corporation 
gifts to 728 colleges and universities: 

Of the amount given, 19 per cent was unrestricted; the rest was 
donated for specific purposes. Corporations gave $9 for current operat- 
ing expenses to every $1 given for endowment. 

Roughly half of the $39.5 million given to the 728 schools surveyed 
went to 178 private colleges, universities, and specialized institutions. 
Corporations gave 35 per cent of the total received by 45 private tech- 
nological and professional institutions for use in current operations. 

Corporations and business concerns ranked fourth in gifts to educa- 
tion, surpassed only by alumni, general welfare foundations, and _ re- 
ligious denominations. 

—Information Bulletin (Council for Financial 
Aid to Education, Inc., 6 East 45 Street, 
New York 17, N. Y.) 4/56 





AMA PERSONNEL CONFERENCE 


The AMA Fall Personnel Conference will be held Monday 
through Wednesday, September 17-19 inclusive, at the Hotel 
Statler, New York. 
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Starting the New Salesman Out Right 


STARTING the new salesman out right 
is a joint responsibility of the company 
and the salesman. Both contribute 
to the process, and success can only 
come if both fully recognize this 
important fact. 

For his part, the new salesman 
can reasonably expect that the com- 
pany will assume five responsibilities. 

The first of these is to give him 
a feeling of confidence in the com- 
pany and respect for its executives, 
policies, and products. In order to 
instill this attitude, he must be given 
information on the company’s history 
and accomplishments, its research and 
new-product development, and _ its 
prospects for the future. What is 
needed is a feeling of identification 
with the company—its past, present, 
and particularly its future. 

The second responsibility is to con- 
vince the new salesman that selling 
is a dignified activity, one worthy of 
a person of high caliber and good 
training. If the salesman is not firmly 
convinced on this point, he will never 
be fully satisfied with his job. More- 
over, he may adopt a self-defeating 
attitude before prospects. 

The third responsibility is to con- 
vince the salesman that he can sell 
merchandise effectively—that it is 
not an impossible task for him. Noth- 
ing develops this confidence better 
than time spent with a senior sales- 
man in the field, where the new 
salesman can watch the selling 
process at work. The senior men 
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should, of course, be “orthodox” 
salesmen—careful, painstaking  in- 
dividuals who plan well, are well 
disciplined, and are at least reasonably 
successful. 

The fourth responsibility of man- 
agement is to assure the new sales- 
man that he will get help when 
needed, and to give that help in rea- 
sonable abundance. During the first 
weeks and months, supervisors and 
directors of training should look for 
signs that the new salesman’s feel- 
ings about prospects are changing for 
the worse. These changes in the pat- 
tern of attitudes toward prospects 
are often occasioned by frustration. 

How can frustration be overcome? 
First, it helps a great deal to under- 
stand it, and to recognize that it is 
present. If a person can be told why 
he is behaving in a certain manner, 
he may be well on the way toward 
self-correction. Another way to re- 
lieve frustration is to talk about it. 
A sales manager or supervisor may 
serve as a good “sounding board” for 
people in difficulties. Perhaps, at 
times, the sales manager or super- 
visor can aid the salesman in making 
a few sales, and thus help to over- 
come his frustration and the unfor- 
tunate action patterns which result 
from it. 

The fifth responsibility of manage- 
ment is to provide the means of 
training and supervision which help 
the salesman to increase his produc- 
tivity on the job. Sales training is 
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really a three-way problem. It involves 
imparting knowledge effectively, aid- 
ing the salesman to develop proper 
work habits, and attempting to in- 
still proper attitudes. 

Now we turn to the other principal 
influence—the contribution of the 
salesman to the adjustment process. 

Men who have come up the “hard 
way” often resent young people who 
wish to get ahead too quickly in any 
organization and college graduates 
who are given unusual opportunities 
for advancement through special 
training programs. In view of these 
conditions, new men need a certain 
sensitivity to the attitudes of older 
people in the company, and restraint 
when necessary to avoid irritations. 

As a second requisite, a company 
can reasonably expect that a new 
salesman will have humility in re- 
lation to his job. He should recognize 
that he has only a start toward real 
understanding of business, and partic- 
ularly of the marketing field. 

Third, a company can reasonably 
expect that the new salesman will 


be willing to work and work hard. 
There is no good substitute for in- 
dustriousness. 

The fourth requisite that can rea- 
sonably be expected is the willingness 
to learn, to take advantage of every 
training opportunity offered by the 
company, and thus to become more 
proficient on the job. It can be ex- 
pected that new salesmen will study 
their jobs and make improvements in 
performance by means of self-train- 
ing. 

Finally, the company can reason- 
ably expect an individual to show 
good faith in accepting a job initially. 
The company may invest thousands 
of dollars before the man becomes 
really productive in his job. There- 
fore, a man is acting under false 
pretenses if he accepts all the benefits 
proffered during the first few months 
and does not expect, at the time he 
is hired, to stay with the company. 


aD. M. Phelps. 
MICHIGAN BusINEss REVIEW, 
May, 1956, p. 10:6. 


Purchasing for a Profit Objective: 
A Case History 


AT THE END of each fiscal year, the 
Management Committee of Casco 
Products Corp. meets to take a look 
at what has been achieved profit- 
wise in the past year and to formu- 
late plans for the forthcoming 12 
months. 

It is expected that the previous 
year’s profit will be at least matched 
in the new year. If last year’s profits 
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did not approximate 10 per cent of 
net sales, the deficit between the 
inadequate profits and the normal 
projected profits for the new year 
has to be made up by economies 
and more efficient operation. 

Such a situation was encountered 
for the fiscal year March 1, 1955- 
February 28, 1956, and the onus of 
making up the profit deficit was 
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divided between four different de- 
partments. The Purchasing Depart- 
ment, for instance, was charged with 
making up 14 per cent of the deficit 
by reduction of material cost through 
savings on raw material and pur- 
chased parts. 

This is the precise technique by 
which we reached our goal. Casco 
Products Corp. operates under a 
standard cost system. On March 1 
of each year, the beginning of the 
company fiscal year, the Accounting 
Department sets standard prices for 
every raw material and purchased 
component used in our products. 
These standard prices, usually the 
actual price in effect on March 1, 
are the measuring sticks against 
which the Purchasing Department 
works. Every requisition coming 
from the Production Department is 
processed through the Accounting 


Department, where it is inscribed 


with the 
product. 

When this requisition card gets 
to the buyer, he immediately knows 
what price he has to beat in order 
to effect a saving in that particular 
buy, and he is on his own, so to 
speak, as to how or whether he can 
accomplish such saving. 

As the requisition cards are turned 
into actual orders, the order typist 
itemizes each order on a daily rec- 
ord of such purchases showing the 
savings or overages (for obviously 
there are Certain cases where it is 
impossible to meet or beat the stand- 
ard cost figure, especially with ris- 
ing commodity prices). This sheet is 
reviewed by the buyers every morn- 
ing, so that each buyer knows the 


standard cost for that 
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total amount of saving or loss that 
has been made by the Purchasing 
Department for the previous day. 

As an indication of the success of 
this technique, here are some results 
for the fiscal year ending March 1, 
1956: Despite an average increase 
of approximately 6 per cent in prices 
on the commodities we use, in the 
eight months of operation beginning 
March 1, 1955, the Purchasing De- 
partment had accomplished 75 per 
cent of its total goal for the fiscal 
year, or was approximately 9 per cent 
ahead of the savings scheduled for 
the year. A great many cost in- 
creases have had to be overcome to 
accomplish this saving, and success 
has been the result of the ingenuity 
of our buyers and emphasis on one 
purchasing technique, which we have 
strongly emphasized this year. This 
technique is the make-or-buy analysis. 
If the Purchasing Department can 
purchase components from outside 
vendors at a price lower than our 
factory can make them, the saving 
reflects against the Purchasing De- 
partment goal for the year. This 
maneuver has not only resulted in a 
saving in cost, but also, in most 
cases, in higher quality than that 
originally produced by our own 
facilities. 

Despite the emphasis upon make- 
or-buy, other techniques of accom- 
plishing savings in the Purchasing 
Department are not being neglected. 

1. Our buyers are constantly on 
the lookout for alternate materials or 
specifications that can result in price 
reductions on the commodities we 
buy—in other words, value analysis. 

2. Another technique—the old 
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one of hard bargaining—is illustrated 
in the purchase of a heating element 
for another of our products. The 
cost has been reduced since March 
1, 1955, by 3 cents per unit, or 
$15,000 per year, despite an increase 
in the cost of the supplier’s basic ma- 
terials. A competitive condition in the 
industry supplying such units and a 
straightforward explanation of our 
own competitive position to suppliers, 
has paid off in price reductions. 

3. In order to avoid a loss on 
the daily score card, our buyers use 
all possible ingenuity in combining 
quantities, combining shipments, and 
examining supplier discounts, ship- 
ping methods, and packaging to in- 


sure a minimum price on each buy. 
Casco does not have a monopoly 
on buyers with ingenuity and _ re- 
sourcefulness; practically every pur- 
chasing department has them. It is 
necessary, however, to give them 
goals to spur them on, to match 
them in friendly competition against 
other company departments, to match 
them against a cost factor—a frame 
of reference, so to speak—to provide 
them with the tools and techniques 
of their craft, and to trust them and 
their best judgment to accomplish the 

end result. 
a Norman P. Levine. 


PURCHASING, 
June, 1956, p. 71:6. 


Government Enterprises—Molehill or Mountain? 


IF YOU'RE IN BUSINESS, there’s a good chance Uncle Sam is one of 
your competitors, says the U. S. Chamber of Commerce. The Federal 
Bureau of the Budget recently reported that Uncle Sam is actually 
operating 19,771 commercial-industrial activities with 266,000 em- 
ployees and $11.9 billion in capital assets. Previously, it had been 
estimated that government business-type activities totaled only 3,000. 
Someone, the Chamber comments, has been making a molehill out of 
a mountain. 

The new report shows that Uncle Sam’s business projects fall into 
more than 200 categories, including mining, contract construction, 
manufacturing, wholesale and retail trade, services, farming, forestry, 
transportation, communication, finance, insurance, and real estate. That 
puts the government into almost every field of private business and 
industry. , 





MOST GREAT growth companies owe their success mainly to “frontier” 

research. The National Science Foundation has estimated that from 12 

per.cent to 24 per cent of our gross national product in 1953 was the 
result of the research conducted during the preceding 25 years. 

—Monthly Digest of Business Conditions and Probabilities 

(Stevenson, Jordan & Harrison, Inc., New York) 5/56 
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Progress in Safeguarding Executive Health 


Topay’s average executive, accord- 
ing to the Metropolitan Life Insur- 
ance Co., has about 10 per cent less 
life expectancy than his employees. 
In recent years, employees have been 
subjected to fewer stresses, generally 
because of better working conditions 
and fewer hours. But the working 
habits of their bosses have improved 
little if at all. Executives tend to 
keep on overreaching, overworking, 
overliving themselves. They work too 
hard and too long. Then, to relax, 
they play too hard, and eat and drink 
too much. 

Methods and means of keeping 
executives alive longer and happier 
are many and varied. Two ap- 
proaches seem to predominate. The 
first concerns the actual work that 
executives perform; how they handle 
their tasks, their subordinates, and 
themselves, and what methods they 
are utilizing to relax and lessen their 
workaday burdens. But there’s a 
second problem: No matter how an 
executive guides his work, his work- 
ers, and himself, he may be constitu- 
tionally vulnerable to disease, or he 
may break down his strength and 
natural resistance to ills and ailments 
by working hard and _ worrying 
harder. Summed _ up, __ executives 
should: (1) take it easy before, dur- 
ing, and after work, and (2) take 
care. 

Richard B. Cooper, medical re- 
lations director for American Mutual 
Liability Insurance Co., has observed 
that the executive often “fails to or- 
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ganize his work and the work of his 
subordinates to relieve the effects of 
tensions under which modern busi- 
ness operates.” This “executive oc- 
cupational disease” combines the de- 
lusion of job indispensability with 
the inability to practice moderation 
in work habits and after-work habits 
as well. 

Ralph J. Cordiner, General Elec- 
tric’s president, advises executives 
to delegate more work, responsibility, 
and authority to qualified subordi- 
nates. Rather than being the “lazy 
man’s way,” he suggests this method 
is more efficient because modern 
large firms are too complex for top 
men to be too effective when they 
go beyond making high policy deci- 
sions. 

Recent years have seen a greater 
practice of company health programs 
for executives. Some companies have 
evolved a sugar-coated approach to 
the question of examinations. The 
matter is put in terms of a quickie 
vacation and golf at a resort hotel, 
with the medical examination casual- 
ly fitted in. The hotel in ques- 
tion has a special clinic for the pur- 
pose in one wing, where the execu- 
tive spends about three mornings for 
tests and diagnoses. Afternoons and 
evenings are devoted to recreation, 
and at times executives take along 
their wives. 

Medical findings are valuable 
if they do little more than inform 
the ailing of their ailments—partic- 
ularly the many executives who 
don’t realize there's anything the 
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matter with them. A report by the 
University of Michigan Medical 
School, which studied 500 seem- 
ingly healthy executives, found that 
41 per cent had 
which they were ignorant. Results 
revealed 27 cases of high blood pres- 
sure, 16 peptic ulcers, 12 gallstones, 
and eight organic heart conditions. 
Although doctors can detect and 
point out these ailments and diseases, 
a lot depends on the executives them- 
selves. Hobbies are often suggested 
as one of the best forms of health 
insurance for executives. Certainly 
relaxation, whether it means simply 
doing nothing or engaging in a hob- 
by, is one of the best ways to re- 
lieve tension after business hours. 
Companies use a variety of other 
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devices to help lengthen the execu- 
tive’s life span. Some firms provide a 
country club open to all employees, 
while other companies maintain simi- 
lar facilities for executives only. Still 
others provide “retreats” where groups 
of executives can spend several days 
at a country resort, informally dis- 
cussing business problems and evolv- 
ing long-term policies. One chemical 
company encourages its top officials 
to take brief spring and winter vaca- 
tions in addition to a longer regular 
summer vacation. And a few com- 
panies are experimenting with the 
idea of giving key executives a six- 
week sabbatical leave every three 
years. = Sidney Feldman. 
Tue Orrice, May, 1956, 

p. 121:8. 


Selling Your Customer’s Customers 


THERE'S A NEW concept abroad in 
industrial marketing strategy. It has 
a long way to go—its potentialities 
have only begun to be exploited—but 
it is getting a head of steam fast. Its 
basic objective is clean-cut: more 
sales. Historically, it’s an extension of 
the service motif in selling. Tactical- 
ly, it promises a sales manager's 
dream: the confidence of the cus- 
tomer’s management. 

Fully developed, the concept would 
extend to the customer nearly all the 
marketing services you demand for 
your own company, except for the 
selling function itself. Hardly any 
basic materials or component manu- 
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facturers have gone this far yet; but 
this is the trend. Behind it is a grow- 
ing awareness that within obvious 
competitive limitations, sales to a 
customer vary in the same direction 
as his sales fluctuate. Consequently, 
if new applications or new markets 
can be uncovered, or if a heavy sea- 
sonal buying pattern can be extended, 
or if your sales forecasting group can 
do a better job on your customer’s 
markets than his own facilities will 
permit, then you can improve his 
situation as you improve your own. 

One interesting facet of this is that 
often—though not always—the ex- 
tended service represents little addi- 
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tional cost. Take an imaginary sup- 
plier of acid to automotive battery 
companies, for instance. The chemi- 
cal supplier must make fairly reliable 
forecasts of battery sales, and this 
means forecasting sales in the cus- 
tomer’s markets. Though few com- 
panies now do so, there is little in- 
convenience or expense involved in 
sending your forecaster to analyze his 
findings with the customer, or even 
mailing results to those customers 
who request them. 

Another technique is the special 
study made for a particular company 
or industry. At Lukens Steel Co., for 
example, the marketing service de- 
partment (a line department working 
closely with the company economist 
and within the marketing develop- 
ment division), has recently prepared 
studies of the markets for power 
boilers and shop-fabricated tanks and 
pressure vessels, and even detailed 
market data on diversification con- 
siderations for one company. 

Lukens’ advertising department also 
performs unusual services for in- 
dustrial customers, often similar to 
those performed by consumer goods 
ad departments for retailers: adver- 
tising, for instance, slanted for a cus- 
tomer tie-in and stressing the end- 
user benefits of clad steel equipment. 
Other services include assisting 
smaller customers with advertising 
and promotion planning. Another 
particularly fruitful service has been 
the preparation of regular technical 
bulletins. 

In fact, it is in the area of adver- 
tising that the extension of market- 
ing services has been most active. The 
now-famous consumer campaigns of 
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U.S. Steel are a case in point. For 
two years (1954-55), the mammoth 
corporation successfully hammered 
away at the consumer’s traditional 
reluctance to buy major white ap- 
pliances during the holiday season 
with a campaign titled “Operation 
Snowflake.” 

It involved promoting to dealers 
the use of kits supplied by U.S. 
Steel, along with their own Christmas 
“specials.” The kits, developed by 
U.S. Steel’s ad department and its 
agency, were major productions. They 
included posters; merchandise tags; 
a mat and reproduction proof-sheet 
for use in newspapers, direct mail, 
and other advertising; streamers; radio 
commercials; and a plan book. Re- 
tailers were urged to contact their 
local newspapers and TV stations for 
information about a 12-page supple- 
ment (11,000 dailies and weeklies 
previously got proofs from U.S. Steel) 
and TV canned commercials, also 
previously supplied. Meanwhile, U.S. 
Steel was plugging the promotion it- 
self with heavy media coverage—in 
network TV, consumer magazines, in 
over 250 newspapers, to ernployees 
and stockholders, in trade papers, and 
by direct mail. Manufacturers, dis- 
tributors, dealers, and U.S. Steel all 
contributed to the costs of this tie-in 
promotion—in the neighborhood of 
$6 million in 1955. 

As with Lukens, U.S. Steel under- 
played its role to its “customers’ cus- 
tomers.” The retail promotion pieces 
did not mention U.S. Steel. This gave 
retailers an opportunity to push what- 
ever line they chose and, since the 
company produces about 20 per cent 
of all sheet steel used in the country, 
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its share in the over-all returns was 
gratifying. 

A somewhat different tack was 
taken last year by the Rust-Oleum 
Corp., Evanston, Ill. It came up with 
a direct-mail program which helped 
the distributor promote most of the 
lines he handled—including Rust- 
Oleum. Here’s how it worked. The 
company first got permission from 
106 companies which, research 
showed, sold through Rust-Oleum’s 
distributors. Then four mailings were 
designed to be sent out at three-week 
intervals. The kit received by the dis- 
tributor prior to any mailing showed 


distributor. The distributor chose the 
six product lines he wanted included 
in the mailings, added his mailing 
list, and designated the starting date 
and the names and addresses of his 
salesmen. Rust-Oleum then made up 
the mailing pieces and merchandised 
the campaign to the distributor's 
salesmen with an extra plug for its 
products. The cost to the distributor 
was less than the cost of first-class 
postage alone would have been. The 
effectiveness of this type of promotion 
is indicated by the fact that about 90 
per cent of the company’s distributors 
participated, and about 200,000 per- 


illustrations of about 112 product sons were reached. 
lines, along with promotional copy, 
plus promotion for Rust-Oleum and 


a plug for the over-all services of the 


= James K. Blake. Dun’s REVIEW 
AND MopERN INDusTRY, 
February, 1956, p. 48:3. 


New Sidelights on the Retirement Problem 


THE RETIREMENT problem is receiving increased attention from industry, 
and several recent surveys have reflected some of the trends in this field. 
The most comprehensive, a study under way since 1952 conducted by 
Cornell University, furnishes the pleasant news that of some 700 recently 
retired men questioned, nearly 75 per cent have indicated that they are 
satisfied with their new way of life and are generally in good health. The 
greatest degree of contentment was noted among those who were financially 
secure and had made plans for their future in retirement. 

A growing number of companies have explored the possibility of pre- 
retirement counseling, and many companies have adopted such programs, 
according to the National Retirement Planning Council. However, only 
13 per cent of companies with pension plans also have formal pre-retire- 
ment programs including counseling, the Council reports. 

And compulsory retirement at 65 is itself being reconsidered by some 
companies, because of the loss of highly experienced and capable workers 
entailed at a time when the labor market is tight. Industrial Relations News 
reports that a recent analysis of nearly 300 companies (employing over 
4 million workers) shows that about 25 per cent of them permit employees 
to work as long as possible, instead of requiring retirement at some 
standard age. 

—Paul Haase in The Controller 4/56 
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Personalizing Employee Safety Awards 


ONE OF THE largest utility service companies in the world has de- 
velopéd a unique method of making safety awards to employees whose 
departments go six months with no lost-time accidents. An attractive 
panel, placed prominently in each division during the contest, displays 
many of the individual gift items that can be selected by winning 
employees. 

Gifts, which cost approximately $3, include wallets, compacts, pen- 
and-pencil sets, pocket secretaries, cigarette lighters, desk pen sets, 
tool kits, traveling bags, weekend kits, and playing cards. Awards of 
increasing value are given those departments that reach their second 
and third goals. 

To stimulate maximum interest, color photographs of the gift awards 
are distributed to employees via the company’s house organ, bulletin 
boards, and circulars. An important aspect of these practical, person- 
alized awards is that they are constantly used by the winners and 
thus serve as long-time reminders. 

—Safety Maintenance and Production 6/56 








“Good God, | forgot to turn the factory off over the weekend!” 











—Alan Dunn in The Saturday Review 6/18/55. Reprinted by permission. 


THE MANAGEMENT REVIEW 








Getting More from Your Suggestion Plan 


MAny a well-intentioned suggestion 
system has failed because of foggy 
objectives, disinterested administra- 
tion, inadequate rewards, or sporadic 
and unimaginative publicity. Here's 
a four-point audit that will guide you 
in setting up controls for your sug- 
gestion system—or in starting one 
from scratch. 

Audit 1—Backing 

The suggestion system will do 
many things for you if its objectives 
are simple, direct, and honest. They 
might be described, for example, in 
some such terms as: “To obtain con- 
structive and practical suggestions 
from as many employees as possible.” 

Is the responsibility in the right 
place? If emphasis is on cost savings, 
the methods or industrial engineer- 
ing department would be an appro- 
priate place; if participation, morale, 
or communications are emphasized, 
the personnel department might be 
better. 

Do you agree on basic rules? 
Early establishment of a fair, but 
firm, policy is a must. Set down a 
written set of ground rules within a 
simple framework that protects com- 
pany and employee legal rights to 
ideas produced, accounting proce- 
dures of the company, and standards 
of manufacture, purchasing, quality, 
etc. 

Who can be paid for a suggestion? 
Those who are declared ineligible be- 
cause of their job responsibilities 
aren't likely to use the formal system 
anyway. But the border groups of 
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first-line supervisors, draftsmen, and 
technicians pose a delicate problem. 
It’s pretty hard for a foreman to see 
you award one of his workers $500 
for submitting an idea that would 
get him no more than a pat on the 
back. 

Have you outlined excluded ideas? 
It forestalls complaints if you spell 
out areas of operations that you con- 
sider closed to employee suggestions. 
Such areas might include matters 
beyond company control, items in the 
labor contract, and other matters gen- 
erally recognized as routine. 

Audit 2— Administration 

You'll need the right man to run 
the job and a strong committee to 
back him. It’s a good idea to include 
representatives of the following de- 
partments: time and motion study, 
cost reduction or methods, account- 
ing, engineering, and maintenance, 
plus someone from the works man- 
ager’s staff. 

Do you speed up processing? Noth- 
ing kills a suggestion program faster 
than failure to act promptly. Your 
committee should meet regularly and 
there should also be a rule that a 
specified number of accumulated sug- 
gestions (say five) will necessitate a 
special meeting. If, as sometimes hap- 
pens, there’s a prolonged delay in 
getting the evaluation, let the sug- 
gester know. 

Do you keep the records straight? 
These matters are best recorded in a 
routine manner on standard forms: 

Suggester’s record card. A complete 
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history of each person's suggestion 
and eventual disposition. 

Suggestion analysis form. Serves as 
a worksheet for the investigation de- 
partment to provide a uniform ap- 
proach in determining merit of the 
suggestion. 

Notice of adoption. This is a two- 
wav form: First it’s used by the com- 
mittee to notify the benefiting depart- 
ment of the acceptance of the sug- 
gestion. Then it’s used by the de- 
partment to certify when the sugges- 
tion will be installed. 

Authorization to pay. Prompt pay- 
ment of awards is a must. We use a 
multiple-copy form, containing an ad- 
vance pay copy to notify the account- 
ing department to prepare a check 
pending final approval, a pay copy 
retained by accounting, and a con- 
gratulations copy that goes with the 
check to the employee. 

How good are your letters of re- 
jection? If you want the suggester to 
keep coming back, you'll have to be 
careful how you say “No.” Your let- 
ter should summarize the suggestion, 
provide sufficient explanation to show 
that your evaluation has been fair and 
impartial, and show appreciation for 
the suggester’s effort. 

Are you firm about cut-off dates? 
Set a definite cut-off date (few 
people should argue about 36 
months) after which the suggester 
loses priority unless he resubmits. 

What's your policy on rights and 
priorities? It must be concise and ex- 
act. Be sure you cover: (1) priority 
of the suggester as he submits the 
suggestion; (2) right of the sugges- 
ter to resubmit ideas; (3) provisions 
covering duplicate suggestions; (4) 
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action open to a suggester who’s dis- 
satisfied with a ruling; and (5) 
transfer of rights, such as copyrights 
and patents, to the company. 

Audit 3—Rewards 

Have you considered all choices? 
Cold cash is the most popular way of 
rewarding accepted ideas, but savings 
bonds and merchandise certificates 
are other possibilities. Personal con- 
gratulations, certificates of merit, and 
other kudos go a long way in stimulat- 
ing participation, but they are no 
substitute for adequate cash. 

Are your rewards adequate? No 
less than 20 per cent of the net or 
10 per cent cf the gross savings for 
one year (whichever is greater) is 
the formula at Westinghouse. Some 
companies use a higher percentage, 
but cut the payout period. Still others 
use a sliding scale, something like the 
piece rates that decline as output in- 
creases. Many companies avoid set- 
ting a maximum award figure because 
it tends to put a ceiling on the think- 
ing of the suggesters. 

How do you evaluate intangible 
awards? One approach that works 
well is a point system—so many 
points for degree of originality, ease 
of installation, extent of application, 
etc. 

Audit 4—Publicity 

National averages show that, for 
every 1,000 eligible employees, you 
can expect 238 suggestions per year. 
If audits 1, 2, and 3 show no glaring 
faults, and your participation is still 
down, maybe your publicity isn't 
showing. 

Publicity that emphasizes glamour, 
big awards, and easy money is likely 
to backfire. It’s better to concentrate 
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on the simple, concrete purpose of 
your plan, and how employees can 
participate. 

Is it aimed at management, too? 
Supervisors need help to understand 
the part suggestion systems will play 
in the operation of the plant, and 
what role they must play. 

What publicity do you use? Good 
publicity may include letters from 
management, booklets that tell the 
story of mutual benefit to company 
and employee, pamphlets that provide 
useful hints on how to think up sug- 


gestions, success stories in your em- 
ployee paper, announcements in the 
local press. Posters, pictures, slogans 
on the bulletin boards score a bull’s 
eye, too. When interest flags, that’s 
the time to drag out your idea file 
of gimmicks and stunts. Try a sug- 
gestion day, departmental contests, 
and the like. 


aH. T. McLaughlin (Administrator, 
Suggestion Systems, Westinghouse 
Electric Corp.). Factory MANAGE- 
MENT AND MAINTENANCE, Vol. 113, 

No. 11, p. 114:4. 


The Coming Pinch in Office Personnel: 
A Survey 


It 1s now increasingly obvious that 
office executives will face serious 
personnel shortages in the next few 
years. And this important fact has 
been highlighted by a two-year na- 
tional study made for the National 
Office Management Association by 
Drexel Institute of Philadelphia. Here 
are some of the important findings 
and predictions: 

The demand for clerical office 
workers is expected to increase from 
the total of 6,016,000 in 1950 to 
7,456,000 in 1960, an increase of 
1,400,000. The supply situation is 
serious at best, and major shortages 
are entirely possible. The chief oc- 
cupations expected to be in short 
supply are in the skilled categories, 
and include office machine operators, 
stenographers, secretaries, and typists. 
If the economy continues to expand 
as it has recently, it is quite possible 
that coming shortages in these occu- 
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pations will be at least as severe as 
they were in 1952, unless changes 
occur in the composition of the office 
force. 

The office placing 
another premium on experienced and 
trained office workers, with the 
demand for skilled workers already 
exceeding the demand for unskilled 
workers. A further economic up- 
swing will produce a shortage of 
office machine operators and other 
experienced workers, despite an ex- 
pected rapid growth in the use of 
labor-saving office machines. By 
1960, it is expected that there will 
be four times as many machine op- 
erators as telephone operators in 
offices. The number of office ma- 
chine operators is expected to reach 
300,000 by 1960. 

Continued economic expansion will 
also bring a shortage of experienced 
stenographers, secretaries, and typists. 


machine is 
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Some shortages have already devel- 
oped. Between 1950 and 1952 
alone, the number of employed 
stenographers, secretaries, and typists 
jumped from 1.5 to 2 million. There 
was no increase in 1953, but since 
then the upward swing has again 
been resumed. 

The total number of men willing 
to work in these clerical office jobs 
has remained relatively small and 
static over the past 25 years. At the 
time of the 1950 census, only 5 
per cent of the jobs in these cate- 
gories were held by men. The pres- 
ent total is almost exactly the same 
as that of 1910. 

One of the clerical occupations in 
which shortages are not forecast in 
the next five years is that of office 
telephone operators. The number of 
operators actually declined from 
about 60,000 in 1930 to 50,000 in 
1940. And although their number 


has increased even more rapidly than 
most other office workers since then, 
indications are that the future in- 
crease will be at a somewhat slower 


rate. 

Although the increase in the total 
number of bookkeepers and cashiers 
employed in offices still parallels the 
growth in office machine operators 
(despite a decline in available male 
bookkeepers and cashiers), shortages 
are not forecast in these occupations. 
Most of this is due to increased use 
of office machines. 

While the number of women in 
these jobs has continued to increase 
at the same rate as the total female 
office labor force, the number of men 
employed as bookkeepers and cashiers 
has dropped from 275,000 in 1930 
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to 150,000 recently. In 1950, about 
75 per cent of the bookkeepers and 
cashiers in offices were women. 
Currently, the proportion is even 
higher. 

The total male office popula- 
tion is expected to increase from 
1,886,000 in 1950 to 2,186,000 in 
1960, an increase of 300,000. Half 
of this increase will probably repre- 
sent office machine operators. With 
women marrying at an increasingly 
earlier age and being less attracted 
to office work after marriage, a 
squeeze has developed which tends 
to increase the demand for male 
office workers. Over the past 25 
years, however, the total number of 
men in clerical office jobs has re- 
mained static. Considering the ex- 
pansion of business, this actually 
means fewer men per office. 

To illustrate the limited number 
of males in clerical office jobs, only 
5 per cent of the secretarial, typing, 
and stenographic jobs were held by 
men in 1950. About 25 per cent 
of the bookkeepers and cashiers and 
20 per cent of the office machine 
operators were men. The only in- 
creases in male employment have 
been in the latter category, except 
for office boys and messengers. 

It is, however, possible that the 
trend will be reversed in many 
offices in the near future. Increas- 
ing demand for workers to fill the 
higher-paid specialized occupations 
improves the economic outlook for 
such office work, thus making it 
more attractive to the male worker. 
Office automation would also appear 
to favor re-entry of the male worker. 
The operation of larger, heavier, and 
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more complex machines appears to 
be more and more frequently assigned 
to and accepted by men. To date, 
however, there has been no signifi- 
cant over-all increase in the male 
office population; the figure is almost 
the same as in 1930. 

The indications are that female 
clerical office workers are likely to 
be in even shorter supply than males. 
Total demand for female employ- 
ment is expected to increase from 
4,200,000 in 1950 to 5,271,000 in 
1960. And some shortages are al- 
ready being felt. 

Unfortunately, married women 
are less attracted to office work than 
are single women. With women 


marrying at an increasingly earlier 
age and with the initial employment 


age rising, the number of years 
women tend to remain in offices is 
declining, and the shortages may be- 
come even more acute. 

Present indications are that the 
only way in which demands can be 
met is by increased hiring and re- 
tention of older women. This will 
mean a relatively lower percentage 
of young people in offices and an 
increasing percentage of older people. 
In 1960, there will be almost 
400,000 women office workers over 
age 55, as compared with 250,000 
in 1950. 


ge CLERICAL EMPLOYMENT TRENDS 
IN THE OFFicE (National Office 
Management Association, 132 West 
Chelten Avenue, Philadelphia 44, 
Penna. ). 























“Didn't they teach you to make decisions 
at business school, Hobart?” 
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Current Trends in Purchasing: A Survey 


PARTICULARLY in multi-plant com- 
panies, top management is looking 
today with increasing favor on the 
principle of decentralizing the pur- 
chasing function. This is a key find- 
ing of a recent survey conducted by 
the National Industrial Conference 
Board among 212 manufacturing 
companies. One firm in three, the 
survey found, has made some change 
in the organization of its purchasing 
operations over the past five years, 
and 60 per cent of these shifts were 
in the direction of dispersing pur- 
chasing authority. 

Generally, the survey showed, re- 
spondents feel the need for better 
standards by which to gauge buying 
proficiency and the caliber of pur- 
chasing administration. Some firms, 
however, have been able to develop 
helpful measures, such as price vari- 
ance studies and analyses of unit 
costs. Respondents believe their cus- 
tomary financial audits are adequate 
for the purchasing area. 

Of the 54 single-plant companies 
participating in the survey, only three 
have decentralized purchasing, with 
the buying function delegated to 
more than one department. The 
others do all purchasing through a 
single office or department. By con- 
trast, the 158 multi-plant companies 
replying report a wide range of 
practices with respect to centraliza- 
tion or decentralization. In almost 
every case, though, local buying is 
handled according to the policies and 
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procedures laid down by the central 
office. 

Most of the multi-plant companies 
describe their operations as “decen- 
tralized purchasing with centralized 
controls.” As a general rule, the cen- 
tral office negotiates all contracts, 
buys major raw materials and com- 
mon-usage items, and handles all 
capital expenditures. Local units are 
usually limited to procuring 
for the maintenance, repair, and op- 
eration of plant facilities, emergency 
items, and miscellaneous supplies and 
services of a minor nature. 


items 


The respondents were about equal- 
ly divided on the merits of central- 
ized as against decentralized purchas- 
ing. Both groups cited a wide va- 
riety of reasons for their particular 
choice. In actual practice, however, 
the great majority of multi-plant 
firms utilize the best features of each 


approach. 
The most frequently mentioned 
benefit of consolidation is that it 


makes possible large quantity buying 
of raw materials or supplies used at 
two or more company plants, besides 
allowing for specialization of buyers 
and proper allocation of scarce ma- 
terials. 

Proponents of dispersed procure- 
ment see “faster action” as the chief 
advantage of their system of buying. 
Firms also report that local purchas- 
ing eliminates production delays and 
allows for the substitution or im- 
provement of materials. 
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Nearly all companies, the survey 
findings suggest, try to gauge the per- 
formance of their purchasing func- 
tion. Routine financial audits, for 
example, assure that sound financial 
practices are being followed, while 
other audits are used to see that com- 
pany purchasing procedures and poli- 
cies are being followed. About one- 
fourth of all reporting firms evaluate 
purchasing proficiency by the “ma- 
terials cost variance” method. Most 
often, this is a comparison of the 
actual cost of a commodity—or what 
the manufacturer has paid—and the 
current market or standard price. 
Comparisons are made _ periodically, 
and frequently the results are pre- 
sented to management for review. 
Another sizable group of companies 
checks inventory regularly to see that 
established inventory levels are being 


Consumer Credit: Is the 


CONSUMER CREDIT has mounted 
steadily higher at a spectacular pace. 
We have entered into unknown ter- 
ritory so fer as installment credit 
is concerned, and our old criteria 
may no longer be adequate. Total 
short- and intermediate-term consumer 
credit is at a higher level than ever 
before; at the end of 1955, the 
volume outstanding was _ probably 
close to $36 billion. The increase 
during 1955 of nearly $6 billion was 
recorded. Small 
then, that a great many 
people are deeply concerned about 
the state of consumer debt. 


the largest ever 
wonder, 
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maintained. In some firms, quality of 
purchasing is judged by how close 
the purchasing department stays with- 
in operating budgets, while other com- 
panies compare actual production 
costs with budgets or appropriations. 

Some companies, the Conference 
Board found, measure the efficiency 
with which the purchasing office is 
administered by making quantitative 
analyses of such things as volume of 
work and unit costs. Others, however, 
say they have tried the mathematical 
approach and found it wanting. 

Despite the wide range of methods 
used for determining the quality and 
effectiveness of the purchasing func- 
tion, most respondents admit they 
have not as yet discovered a com- 
pletely satisfactory technique, al- 
though the need is great. 


Boom Out of Bounds? 


The big question is whether the 
rapid growth of consumer credit has 
been out of line with the growth in 
the rest of the economy and _ the 
institutional changes which have 
taken place. 

The additional purchasing power 
provided by consumer credit has 
been a major factor in developing 
mass markets for consumer durable 
goods and promoting generally high 
production and employment during 
the postwar decade. Since the end 
of World War II, total consumer 
credit outstanding has multiplied 
sevenfold. Installment credit has 
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shot up from $2.1 billion on V-J Day 
to moré than $27 billion today. 

Of course, a great deal of this rise 
has reflected the rise in prices and 
incomes. For another thing, there are 
more people: The population has 
grown by 25 million in the postwar 
decade, an increase of 18 per cent. 
And the number of families has risen 
at an even faster rate. 

This sharply increased group of 
potential credit users is ready to bor- 
row because of the changed attitude 
toward debt by the borrowers them- 
selves, by society at large, and by 
lenders. There is no longer a stigma 
attached to buying on _ installment 
credit, or borrowing to meet an 
emergency or some desired personal 
goal. Highly competitive selling 
methods have persuaded consumers 
that this is the way to buy durable 
goods; in fact, the majority of cars 
and household appliances are bought 


on credit today. 
Consumers are mere willing to 
borrow today because they desire to 


improve their standard of living. 
Many families find installment credit 
a type of forced saving through which 
they can acquire goods they other- 
wise never would have bought. More- 
over, consumers are willing to incur 
debt these days because of their high 
degree of confidence in their ability 
to repay. Favorable work experience 
and the formidable array of “built-in 
stabilizers” which soften the impact 
of any downturn have also lessened 
the incentive to save for a rainy day. 
Workers may often prefer to enjoy 
the present, and depend on unem- 
ployment insurance, pension and wel- 
fare plans, or Social Security to pro- 
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vide a subsistence in time of neces- 
sity. 

Consumers are better able to use 
installment credit because more of 
them are good risks. Incomes have 
risen, bringing more and more fami- 
lies into the middle-income brackets; 
and it is these middle-income fami- 
lies who account for the bulk of 
consumer credit. According to a 
recent estimate, the number of con- 
sumer units with after-tax income of 
$4,000 or more in constant 1955 
dollars has increased 85 per cent 
since 1941, against a rise of only 
25 per cent in the over-all number 
of consumer units. More than half 
of all consumer units are now in the 
$4,000 to $10,000 bracket. 

Finally, the consumer has more 
ways to use credit than ever before. 
Installment credit has spread beyond 
the durable goods field where it 
originated. In the form of revolving 
credit, it is now widely used to 
finance purchases of non-durables in 
department stores. It is used ex- 
tensively to finance services; today 
you can take a trip, send your son 
through college, or even write a 
check on a bank, and pay it back in 
installments. 

Those are some of the forces be- 
hind the record-breaking rise in con- 
sumer credit. To what extent are 
these forces sustainable? What are 
the possibilities and implications of 
a cyclical reversal? 

Basically, the volume of consumer 
credit outstanding might be expected 
to keep pace with the long-term 
growth of population, consumer 
prices, and purchasing power. It has 
done that and much more. Credit 
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outstanding as a percentage of dis- 
posable personal income has risen 
from 7.5 per cent in 1929 and 11 
per cent in 1940 to approximately 
13 per cent at the end of 1955. 

Altogether, the trend toward more 
intensive and extensive use of con- 
sumer credit in today’s economy 
seems well established. That being 
the case, this rise in consumer credit 
does not in itself appear to be 
grounds for alarm. Consumer credit 
is a growing part of our growing 
economy. But it still is not clear how 
much further the proportion of busi- 
ness done on credit can rise without 
danger. 

It might be argued that installment 
credit contributes a cushioning effect 
in recessions of the 1949 and 1954 
magnitude so long as consumers re- 
main confident. The fact that, on the 
average, close to $2.5 billion of new 
installment credit was extended each 
month during 1954 makes it clear 


that the sustaining force of irstall- 
ment credit does not vanish like the 
dew at the dawn of economic ad- 
versity. But to make this possible, 
confidence in the limited scope and 
duration of the downturn is essential. 

The stimulating effects of con- 
sumer credit are also sometimes over- 
rated. The $5 billion added to pur- 
chasing power in 1955 by expansion 
of installment credit outstanding is 
less than 2 per cent of total disposable 
income and equal to about one week’s 
worth of consumer expenditures. 
The rapid debt liquidation is another 
evidence of the soundness of this 
debt and the constant contribution of 
consumer credit to purchasing power. 
Recent reports indicate low levels 
of delinquencies, repossessions, and 
losses, and emphasize that credit is 
not a problem at present levels of 
penegeeny- w Robert E. Lewis. 
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Are Rising Prices Here to Stay? 


INDUSTRIAL MATERIALS PRICES will continue to rise throughout 1956, 
in the opinion of a large majority of the purchasing men participating 
in a recent survey conducted by Purchasing magazine. Ninety-two per cent 
of the respondents expressed this belief, and 48 per cent felt that further 
price advances will tend to curtail consumer demand and industrial ac- 
tivity. 

Inventory accumulation was not a significant factor in causing and 
sustaining higher prices, in the opinion of 67 per cent of those ques- 
tioned. Opinion was equally divided on the question of whether rising 
prices are breeding irregularities in distribution, outside of regular chan- 
nels, but a large majority—86 per cent—felt that competition among 
suppliers is as keen today as it was a year ago, before the current round 
of price advances. Regarding the effect of the upward price spiral on 
small business, 62 per cent of the purchasing agents thought that rising 
prices had harmed the small supplier, and 79 per cent said they had 
harmed the small buyer. 
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Can We Maintain a Rising Living Standard? 


THE PRESIDENT’S GOAL of a $500 
billion level of production by 1965 
has been widely accepted as the mini- 
mum measure of our productive abil- 
ity nine years from now, based on our 
probable labor force and _ historical 
rates of productivity increase. While 
accepting this projection almost with- 
out question, many business and 
financial executives, as well as govern- 
ment officials, seem to overlook the 
fact that consumption must be vastly 
increased over present levels. 

To support that productive ability, 
we must expand sales of goods and 
services to consumers to between 
$350 billion and $400 billion, com- 
pared with $252 billion purchased 
by consumers in the peak year 1955. 
That’s a domestic market 40 to 60 
per cent greater than we have ever 
experienced in America. It points to 
an opportunity, at the minimum, for 
a one-third higher standard of living 
for the American people within the 
next nine years—and the good possi- 
bility of an increase greater than 50 
per cent. — 

The viewpoint that we are at too 
high a level of business now is er- 
roneous. Actually, business last year 
should have been 5 per cent higher 
than the 1955 peak just to keep in 
line with the growth in consumer 
purchases that will be necessary to 
reach the $500 billion level of pro- 
duction envisioned by the President 
for 1965. To offset this slowness of 
1955, our standard of living must 
expand by another 10 per cent over 
present levels by early 1957. 
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In other words, we must sell to 
consumers $26 billion more goods and 
services in 1956-57 than in 1955; 
we need a level of $277 billion of 
consumer purchases by the first quar- 
ter of 1957 just to be in step with 
the President's 1965 goal. 

To reach that level will require an 
average growth of $4.4 billion each 
quarter. That is approximately the 
same rate of growth that we experi- 
enced during 1955—but it is double 
the present slowed-down growth of 
the first quarter of 1956. 

The major reason given by finan- 
cial leaders for wanting to. curtail 
the boom by higher interest rates, 
credit restrictions, and other moves 
to lower consumer purchasing power 
is the fear of inflation. They point to 
shortages of steel, copper, and other 
materials, and to rising prices of some 
of these materials in short supply. 

But currently durable goods repre- 
sent only 13 per cent of the total 
purchases of goods and services by 
consumers; 87 per cent of the stand- 
ard of living is made up of items 
that could be expanded substantially 
in demand without causing shortages 
or inflationary pressures. Food and 
clothing, for example, are areas where 
advertising could increase consump- 
tion much further without encourag- 
ing inflation. 

Today there are 10 powerful, but 
largely hidden, internal pressures for 
expansion building up in our econ- 
omy: 

1. Change in our productive abil- 
ity—an ability that should reach 
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$500 billion to $570 billion by 1965 
compared with a prewar peak of $208 
billion in 1940 and a level of only 
$126 billion in 1933 (Call in terms 
of 1955 prices). 

2. Change in the discretionary 
spending power of our total popula- 
tion—now over six times as great as 
in 1940, and capable of growing 
another 55 per cent by 1965. 

3. Change in income levels. Mass 
millions are climbing the income lad- 
der—in 1950, some 12 million fam- 
ilies had incomes over $4,000 after 
taxes; now 26 million families are in 
this group, and by 1960 there may 
be over 36 million above $4,000. 

4. Drop of debt in relation to 
production. Total private debt dropped 
from 176 per cent of a year’s produc- 
tion in 1930 to only 91 per cent in 
1955; corporate long-term debt has 
dropped from 56 per cent to 22 per 
cent of a year’s production in the 
same period. Consumer credit could 
expand safely by 60 per cent over the 
1955 level without exceeding the 
1940 relationship to discretionary 
spending prewar. 

5. Change in the makeup of our 
total population, with over 67 per 
cent more children under five than 
in 1940, and 61 per cent more in 
the five-nine age group. This will put 
increased pressure on schools, on 
housing, and on food requirements. 

6. Change in the educational level 
of our people, with 90 per cent more 
high school graduates in our adult 
population today than in 1940. 


7. A trend to family life, with 
greater home ownership, larger fam- 
ilies, more children per family, sub- 
urban living, and a resurgence of 
religion. 

8. Change in the age and rate of 
obsolescence of our dwellings. More 
than 50 per cent are at least 30 years 
old. 

9. Change in number of motor 
vehicles, with 91 per cent more ve- 
hicles than in 1940 making added 
demands on roads, streets, garages, 
and parking facilities that were not 
adequate even for the much smaller 
number of vehicles in 1940. Passen- 
ger cars alone increased from 27 mil- 
lion in 1940 to over 51 million in 
1955, or an increase of 89 per cent. 

10. Trend to the suburbs: 83 per 
cent of the 14 million net growth in 
population since April 1, 1950, took 
place in suburban parts of metropoli- 
tan areas. As compared with a rate of 
growth of 9 per cent in total U.S. 
civilian population since 1950, the 
areas outside of metropolitan markets 
grew only 0.5 per cent, the central 
cities of over 50,000 population grew 
5 per cent, and the suburban parts 
of metropolitan markets grew 34 per 
cent. Farm population has declined 
from 23 per cent of the total popu- 
lation in prewar 1940 to about 13 
per cent of the total population by 
the end of 1955. 

w Arno H. Johnson (Vice President 
and Director of Research, J. Wal- 


ter Thompson Co.) ADVERTISING 
AcE, May 7, 1956, p. 1:6. 





CRIME RATE: Convictions for criminal violations of income tax laws 
numbered 606 in 1955—a new high. In 1954, the total was 542; in 


1952, there were only 377. 
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Providing Management Training for Distributors 


WHEN A manufacturer provides product information and sales training 
for dealers, he is sticking to a well-worn groove. But when he supplies 
top-level, personal know-how to distributors, he is adopting a newer 
approach. The Scott Paper Co. (Chester, Penna.) is doing just that. 

It is doing so by a series of management seminars attended by presi- 
dents and other top brass from distributor companies which handle 
Scott’s line of industrial paper products. Scott is represented by its 
sales and product managers and vice presidents. 

The main objective of the program is to help distributors improve 
management skills in their own companies, thus enabling them to handle 
Scott products more efficiently and profitably. 

Two seminars have been held to date (and two more are planned). 
Each is a three-day meeting devoted to three main topics. Using case 
studies, successful distributor experiences are discussed in round-table 
conferences and applied to particular problems. Subjects which receive 
attention: cost control, sales training, effective leadership, and how to 
lead a problem-solving conference. 

The three-day conference technique also offers Scott an opportunity 
to trot out its forthcoming advertising program, and show distributors 
how to make better use of promotional material. 

The fact that busy top brass from both teams are willing to take time 
to brush up on executive methods also attests to the effectiveness of the 
seminar as a means of market communication. 


—Thomas Kenny in Dun’s Review and Modern Industry 5/56 


Current Vacation Policies—A Survey 


DESPITE a trend toward longer vacations and more liberal eligibility 
requirements, many vacation policies appear to be remaining substantially 
the same as a year ago, judging from conditions in the Cleveland area 
(which is considered generally representative of U.S. industry as a 
whole). 

A recent survey of 310 Cleveland companies employing 121,933 
hourly paid production workers indicates that the most common practice 
is still to provide a five-day vacation after one year of service (229 com- 
panies employing 102,069), 10 days after five years of service (173 
companies employing 88,377), and 15 days after 15 years of service 
(148 companies employing 97,063). Seventeen companies (with 30,959 
workers) report that they give a 12¥2-day vacation after 10 years of 
service. The Cleveland manufacturing employee's vacation pay is most 
commonly computed on the basis of his straight-time hourly rate. 

The same survey, conducted by the Associated Industries of Cleveland, 
indicates that office employees in 152 Cleveland companies receive two 
weeks’ vacation with pay after they have been on the payroll for one 
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year. With less than a year but more than six months, they receive a 
one-week paid vacation, 106 companies reported. When a _ three-week 
vacation plan is in effect for factory workers, office employees are also 
covered, and 114 companies reported that their office workers receive a 
three-week vacation with full pay after 15 years of service. 





—For the Informed Executive (Associated 
Industries of Cleveland) 5/15/56 


Severance Pay Plans—A Substitute for SUB? 


SUPPLEMENTARY UNEMPLOYMENT BENEFITS are not the only way to 
meet union demands for protection against layoffs or displacement due 
to production changes. Some firms are turning to severance pay in 
various forms to avoid being saddled with fixed monthly contributions 
for temporary layoffs. 

Severance pay provisions must be carefully worded. In the past, 
workers have sometimes collected even though they were discharged for 
cause, left voluntarily, or refused offers of employment. Recent pro- 
visions aim to limit payments to situations where a production or 
marketing decision eliminates jobs. They even exclude, in some cases, 
layoffs due to material shortages or other industry conditions beyond 
the control of the employer. 

These cautions, in particular, should be kept in mind: 

1. Set limits on causes for displacements. 

2. Exclude conditions beyond control of the company. 

3. Spell out the possible effect of re-employment rights. Some of 
those laid off may be offered other employment within a reasonable 
time, so severance payments are sometimes postponed for 60 or 
90 days after termination. Usually the employee must accept an- 
other offer or lose his dismissal pay. 

4. Aim to reward long service. Since the basic purpose of severance 
pay is to furnish a cushion for those who have spent a substantial 
part of their working lives in the business, some contracts specify 
that payments may not be collected by those under 30 or 40 
years of age when displaced, or by those with fewer than five 
years’ service. 

—Labor Report (Research Institute of America, 
Inc., 589 Fifth Avenue, New York 17, N.Y.) 
5/23/56 





MANUAL LIFTING and carrying costs the equivalent of $10 per horse- 
power hour, while electrically operated conveyors can do the same work 
for less than 3 cents per horsepower hour, reports the Council for 
Technological Advancement. 
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Disability Retirement: 
Some Current Company Practices 


WHEN AN employer is considering 
adopting a pension plan for employ- 
ees, one question is bound to arise: 
Shall he provide special benefits for 
employees who have to be retired 
early because of permanent and total 
disability? It may be a tough question 
to answer. 

Everybody concedes that disability 
benefits are desirable in theory, but 
it’s not easy to come by reliable esti- 
mates on their cost. For this reason, 
employers will welcome a new study 
on disability retirement prepared by 
the Industrial Relations Section at 
Princeton University, a study based 
on reports from 127 employers hav- 
ing pension programs. The study gives 
information on benefits, frequency of 
disability retirement, and administra- 
tive procedures. Here are some of the 
major findings: 

Of the 127 companies surveyed, 68 
have disability provisions in their pen- 
sion plans; another six companies 
have separate plans covering disabil- 
ity. Thus, about three-fifths of the 
firms have programs specifically cov- 
ering disability retirement. Another 
41 plans, while containing no disa- 
bility provisions, permit early retire- 
ment with a normal pension, subject 
to actuary reduction. In addition, 21 
of the employers provide disability 
pensions on an informal basis under 
certain conditions—for example, in 
hardship cases. 

Not surprisingly, the study shows 
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that disability retirements increase 
with age. Among employees aged 60 
to 64, the rate of disability retirement 
in 1953 was 10.4 per 1,000; in the 
55-59 age bracket, 5.7 per 1,000; 
and in the 50-54 age bracket, 1.8 
per 1,000. 

Disability retirement before age 50 
seems to be rather rare. The rate in 
this age group was only one in every 
10,000 employees. This suggests that 
eliminating a floor of age 50 for dis- 
ability pensions, as has been done 
recently by some employers, is not 
very costly. 

Retirement rates vary greatly from 
one company to another, largely, it 
would seem, because of the differ- 
ences in the way “disability” was 
defined. Most companies have rela- 
tively strict definitions: inability to 
perform any kind of work for pay, 
for example, or inability to perform 
any kind of work available in the 
company. Others have looser defini- 
tions, such as inability to perform 
the usual job with normal efficiency, 
or vary the definition to fit the case. 

In firms having strict definitions, 
strictly applied, retirement rates were 
1.6 per 1,000 in the age 50-54 
group; 4.4 in the 55-59 group; and 
6.8 in the 60-64 group. In firms 
having a liberal definition, either in 
language or application, the corre- 
sponding rates were 4.4, 10, and 
19.9 per 1,000. 

The cost of disability pensions, 
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based on reports from 33 firms, aver- 
aged about 11 per cent of the total 
pension expenditure. The range, how- 
ever, was great, varying from 2 per 
cent to 46 per cent. 

Some of the plans require the em- 
ployee to initiate the application for 
disability retirement, others say the 
company must do so, while a third 
group permits either party to take 
the first step. In practice, though, 
the application almost always origi- 
nates with the employee. Instead of 
initiating disability retirement unilat- 
erally, employers prefer that employ- 
ees regard retirement as in their own 
best interest. The application gener- 
ally must be accompanied by a state- 
ment from the employee’s physician, 
and in a majority of cases, the com- 
pany doctor or a physician designated 
by the company makes an independ- 
ent examination. 

Questions regarding eligibility are 
nearly always determined by the com- 
pany. Where a union is involved, 


provision generally is made for re- 
solving its possible protests. But vir- 
tually all employers say such disputes 
are rare, because the issues are usu- 
ally clear-cut. 

Benefit payments nearly always 
begin only after temporary sickness 
benefits have run out—usually in 26 
weeks. This is to the employee’s ad- 
vantage, since sick benefits are typi- 
cally larger than disability benefits. 
But it also gives the company time to 
investigate the case. 

Once an employee is on the pen- 
sion rolls, his case, more often than 
not, is a closed book. Most plans pro- 
vide for a periodic review of a dis- 
abled employee’s status, and often 
such review (on paper at least) is 
mandatory. But most of the employ- 
ers interviewed said they rarely exer- 
cised their review privileges. 


ge Lasgor PoLticy AND PRACTICE 
(Bureau of National Affairs, 
Inc.), April 5, 1976. 


How to Prepare for Bargaining Talks 


THE KEY to all successful labor nego- 
tiations is advance planning. 

Too many firms, particularly the 
smaller ones, do nothing until the 
union submits its demands. Then 
they look for compromises between 
the demands and the status quo—a 
purely defensive move. 

But if you plan properly, you can 
prepare your company in advance 
for contract talks. One easy step is 
to make a survey of wage increases 
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being granted by your industry and 
other companies in your area. “The 
increase,” says W. W. Miller, Stewart 
Warner Corp.’s vice president in 
charge of industrial relations, “is 
more important than the wage level. 
Wage rates vary from area to area, 
and industry to industry. Unions 
place the greater emphasis on trying 
to bring all rates into balance.” A 
note of caution: When comparing 
jobs and rates, it’s important to check 
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job descriptions carefully. A lathe 
operator in one plant may be classi- 
fied as a machinist in another. 

_ Wage statistics are also readily ob- 
tainable from local employer groups, 
the Bureau of National Affairs, the 
Commerce Clearing House, the Re- 
search Institute of America, and na- 
tional associations. Companies are 
exchanging information more freely, 
too; many learned in the prewar 
period that secrecy often provided the 
union with a tool to play one com- 
pany against another. 

Know your break-even point—it’s 
an important factor in today’s boom- 
ing business climate, with unions 
emphasizing higher wage boosts. Some 
major considerations here: What's 
your profit position and capacity to 
absorb higher wage costs? Can you 
increase prices and remain competi- 
tive? If business turns downward, 
how will your operations be affected? 
What will a strike cost you—in 
profits, in time, in markets, in com- 
petitive position? 

Many industrial relations executives 
feel the non-economic issues can be 
even more important than the dollars- 
and-cents contract provisions. “Stay 
away from the so-called mutual 
agreement clauses,” advises Selwyn H. 
Torff, Chicago labor consultant. “In 
the light of modern industrial rela- 
tions, such procedures might seem 
almost desirable for some provisions. 
But they're dangerous because they 
can spill over into other phases of 
contract operations, and become a 
type of veto power.” 

Seniority is an area in which de- 
tails should be spelled out carefully 
in the contract. Management should 
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guard against seniority clauses which 
restrict its incentive or its opportunity 
to introduce new and improved pro- 
duction processes or facilities. Fur- 
ther, seniority provisions can be 
crippling if they permit transfer of 
people to jobs they can’t do. 

The negotiation of a labor contract 
may of course in itself imply that 
there will be no strike during the 
contract period, but it is no guaran- 
tee. Today, most companies are in- 
sisting on no-strike clauses which 
protect them against strikes, _ sit- 
downs, stay-ins, walkouts, slowdowns, 
and other forms of work interruption. 

Another feature appearing in most 
contracts is the “entire contract” pro- 
vision. This states, in effect, that the 
whole subject of collective bargain- 
ing is completed in the agreement. 
“By law, as was shown in the steel 
industry pension talks in 1949,” Mr. 
Torff points out, “unless contracts 
contain such a clause, the union may 
be able to force negotiations on any 
subject not covered in the contract.” 

And don’t overlook the opportu- 
nity to improve the provisions of your 
present contract. Study past griev- 
ances to see where most of the trouble 
spots originated, and determine if 
possible clause changes would correct 
the problem. A grievance procedure 
should be set up exclusively for in- 
terpreting the contract—not as a 
procedure for perpetual collective 
bargaining. 

Finally, after you've made care- 
ful preparations for your coming bar- 
gaining sessions, be realistic when you 
submit your proposals to the union. 
Sure, the union negotiator’s first de- 
mands may be extreme. But don’t 
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forget his job depends upon bargain- 
ing. If he were to submit a realistic 
10-cent demand and get it on the 


volved. Management representatives 
must be thoroughly familiar with pro- 
duction and operating practices, and 


first day, his members would feel understand how they are related to 
that he had let them down, and that the contract. Your representatives 
he could have gotten more with a should be men respected by the union. 
fight. You have nothing to gain by Above all, they should come pre- 
being extreme; in fact, extreme coun- pared. Careful advance planning can 
terproposals may create a hostile at- mean the difference between bargain- 
mosphere that could be damaging. ing on your tocs or on your knees. 
Bargaining table tactics depend a 


great deal on the personalities in- ew STEEL, May 7, 1956, p. 64:2. 


NLRB Elections—Less Success for the Unions 


UNION SUCCESS in collective-bargaining representation elections is still 
declining, and it’s now at its lowest point in the last five years, according 
to a recent report by the National Labor Relations Board. 

In 1951, employees chose union representation in 74 per cent of 
the elections conducted by the Board; in 1955, in 66 per cent of the 
cases; and in the first quarter of 1956, in only 64 per cent. The decline 
is even more noticeable when compared with the 1945 figure when 
unions won 83 per cent of all such elections. 

Of all the elections in which affiliates of the AFL-CIO took part 
during the first quarter of 1956, 82 per cent were single-union elections 
in which the ballot choice was between one union and no union. This 
marked an increase of 6 per cent since last year, the Board reported. 

The number of petitions for bargaining rights in the first quarter of 
1956 totaled 2,211, an increase of 15 per cent over the corresponding 
period in 1955. 

Complaints of unfair labor practices in the first quarter of 1956 also 
showed an increase of 26 per cent over the fourth quarter of 1955. 


—The New York Times 5/6/56 





LAST FRONTIER: Prices of supplies and components are pretty stable, 
since they tend to be controlled by law and by practice. Salaries and 
hourly rates are rapidly becoming standardized by negotiation and job 
evaluation. Taxes are uniformly applied. The possibility, therefore, of one 
company doing better in those areas is rather remote. But the opportunity 
to be competitive through the superior performance of its people is almost 
limitless. 
-—Robert W. Conder in Factory Management 
and Maintenance 4/56 
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Do’s and Don’ ts for Business Forecasters 


NINETEEN RULES for business forecasting, recently compiled by Fair- 
child Publications, should prove helpful to business men who like 
to operate their own crystal balls. Here is the list, as given in the May 
issue of Cost and Management: 


Do's 
Use your own judgment. 
Look for new sources of data, to help you check popular opinions. 
Be systematic. Once every three months check your basic data. 
Deal in probabilities. Allow some margin for error. 
Look for causes. Develop the ability to appraise cause and effect. 
Know your sources. Ask yourself: Are these data related to our 
business? Facts or estimates? Available regularly? 
Remember that history repeats itself only in the sense that 
similar causes produce similar results. 
Use facts and logic rather than facts and mathematics alone. 
Beware of the expected answer. 
Make allowances for the human factor. 


Don'ts 
Don’t estimate your own sales without first sizing up the total 
market. 
Don’t follow one business indicator exclusively. 
Don’t change your forecast too frequently. 
Don’t overemphasize growth factors in the national economy. 
Don’t overlook the sales staff, but don’t overemphasize one 
viewpoint: 
Don’t try to do a forecasting job in a committee meeting. 
Don’t build too many hedges around your forecast. 
Don’t fail to state the assumptions on which your predictions 
are based. 
Don’t get lost in a jungle of data about general business condi- 
tions. Let the main base of your forward planning be specific 
data reflecting your own business operations. 





SUGGESTION SYSTEMS paid industry roughly $70 million in 1955. 
The National Association of Suggestion Systems reports that its 800 
association members received over 1 million suggestions from employees, 
used 260,000, and paid $7 million for ideas represented. Actual savings 
to the companies are estimated at roughly 10 times the cost of the 
awards. 
—Industrial Relations News (230 West 41 
Street, New York 36, N.Y.) 3/24/56 
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Getting More Publicity for Your Company 


“BUSINESS spends far too much 
time and money trying to get free 
advertising space. If your publicity 
is really advertising, then buy news- 
paper space and advertise. Your ma- 
terial will go down the drain other- 
wise.” 

That’s the blunt advice of a 
Toronto public relations consultant— 
and it’s very much to the point. 
throw away 100,000 
paid-for words of copy a day because 
it does not possess enough “reader 
interest” to be worth printing. All 
too many business firms still continue 
to swamp newspaper editors with 
advertising only thinly disguised as 
“news.” Yet supplying news of 
genuine interest to newspaper readers 
is the only way of getting free 
publicity for your company in the 
daily press. 

Broadly speaking, there are eight 
kinds of company stories which 
click with editors, and, when space 
permits, may find 
print. 

First, there is the national con- 
vention story. It makes little differ- 
ence whether it takes place locally 
or in another part of the country. 
If a key company official is attend- 
ing, let the newspapers know. And 
if he is going to make a speech, give 
them an advance copy of it. They 
may quote it in whole or in part— 
depending, of course, on its “reader 
interest” value. 

Second, there is the 


Newspapers 


their way into 


building, 
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moving, or remodeling story. When 
you erect a new plant, build an 
annex, give your old building a 
“new look,” or move into new office 
quarters, you have a news item. 
Give the papers as much information 
as they need. And work in a few 
good photographs, too—if they are 
used, it increases the story's pub- 
licity value. 

A third story might involve some 
unusual innovation in your plant. 
What about that brand-new, up-to- 
date recreation room you've built for 
your employees? Or that snack bar? 
Or that company library? The pub- 
lic will think even more highly of 
you when they learn what you are 
doing to make working conditions 
more pleasant for your employees. 

A fourth story “lead” might come 
from a trade paper write-up. Has 
your company been mentioned in a 
national trade paper recently? Then 
send a copy of the article to your 
local newspapers. They take « great 
deal of pride in loca! industry—es- 
pecially when it receives mentiou in 
publications with national circulation. 

A fifth type of story might result 
from your election to office in a trade 
association. Give the newspapers 
your photograph, too, for permanent 
retention in their files. You never 
know when they might want to use 
it again. The handier it is for them, 
the better they will like it—and you. 

Your own hobbies and those of 
your employees might contain the 
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germ of a sixth kind of story. Hob- 
bies have lots of human _ interest, 
hence news value. 

A plant visit is another possible 
news item. When did you last take 
a troop of schoolboys through your 
factory or your office? Plant visits 
are good public relations. When you 
stage them, don’t forget the photo- 
graphs. They'll help make up any 
thinness or too many technicalities 
in your written story. 

Finally, there are anniversaries. 
Year after year, you are striking 
. deeper roots in your community. Let 
the community know about it when 


your 10th, 25th, or 50th birthday 
comes around—and do it with a 
good illustrated write-up. 

These eight categories, of course, 
comprise only the commonest types 
of publicity stories. It will pay you 
to study your local newspapers to get 
an idea of the kind of business 
stories they like. If you flavor your 
company “press releases” accordingly, 
you'll go a long way toward meet- 
ing the acid test of all good pub- 
licity copy: genuine reader interest. 


ms BuLMAN’s SALEs Traits (Bul- 
man Bros., Ltd., 901 Homer 
Street, Vancouver, B.C.). 


Can Industry Solve the Retirement Dilemma? 


AN ALARMING percentage of execu- 
tives and workers seem to look ahead 
to retirement with foreboding. Worry, 
unhappiness, and a troublesome de- 
cline in on-the-job efficiency that may 
be called “pre-retirement letdown” 
inevitably result. Are we giving 
enough recognition to this problem, 
despite our investments of time and 
money in pension plans and in pre- 
retirement “training” programs? 

In examining the retirement dilem- 
ma, let us look at some of the findings 
of a retirement study just completed 
for the Life Extension Foundation, 
covering more than 1,500 retired 
persons in manufacturing, banking, 
advertising, retailing, wholesaling, 
and the service fields. Prior to re- 
tirement, their jobs had ranged from 
positions in top management to of- 
fice clerical and factory duties. The 
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great majority of respondents were, 
of course, 66 years of age or more; 
over half had been retired one to 
five years; over a third, five or more 
years; and a small percentage, less 
than one year. As a group, they 
represent every economic level. 

As to the financial aspects of re- 
tirement, the survey's finding on 
present retirement income can_ be 
seen in the following table: 


No. of 


Income Range Respondents 


Under $2,000 

$2,000 to $5,000 
$5,000 to $8,000 
$8,000 to $10,000 
$10,000 and over 


The significance of these income 
figures is that they appear to corre- 
late in a very general way with 
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ability to adjust to retirement. For 
example, respondents were asked: 
“Do you wish you were back at the 
old job?” Of the 460 persons an- 
swering “yes,” 385, or 84 per cent, 
were in the groups whose income 
from all sources—pensions, Social 
Security, interest, dividends, rentals 
and royalties, and part-time or full- 
time jobs—was less than $5,000; by 
contrast, only 8 per cent answering 
“yes” had annual incomes of $5,000 
or more. In answer to a survey ques- 
tion, 11 per cent of the entire group 
reported that their present routines 
were “boring,” and of these 62 per 
cent were in the lowest income 
group; by contrast, only 6 per cent 
of those with incomes of more than 
$5,000 said so. 

For many now in retirement, even 
the necessities (by today’s living 
standards) seem out of reach. Ob- 
viously, it would help if companies 
could increase their pension contri- 
butions, but many firms are already 
contributing as much as they pru- 
dently can. Perhaps one line of in- 
quiry should concern the investment 
of pension money. It has been argued 
that a larger investment in equity 
securities would be perfectly sound 
in view of the realities of 20th cen- 
tury industry, even with the ever- 
present possibility of recession. 

Another way in which industry 
might help is by providing more part- 
time work for men who have passed 
retirement age. For instance, a former 
drill press operator could fill in 
vacancies on the line during the 
summer vacation. As a pay basis, the 
company might use the retiree’s old 
wage or salary minus his pension and 
Social Security. 
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It would seem, too, that manage- 
ment might well do more to supply 
guidance and incentive for the em- 
ployee to help himself financially. 
The Foundation’s survey showed that 
only 17 per cent of the lowest income 
group (under $2,000 per year) re- 
ceive a part of their income from 
dividends, interest, rents, or royalties 
—all sources which would imply 
earlier investment and savings. Ad- 
mittedly, top management cannot tell 
individuals how to buy savings bonds 
or stock, but it can appropriately out- 
line the situation to them and get 
them thinking about it early. 

Illness poses another serious prob- 
lem. Once retirement comes, the 
trouble is not so much that illness is 
more prevalent or more likely to 
strike, but that if it does, it can be 
a more severe blow. Hence a great 
many retired people live in fear of 
medical expenses. The possibility is 
such a worrisome one for so many 
people that consideration ought per- 
haps be given to the more general 
provision of post-retirement insurance 
against medical contingencies. Ob- 
viously, this would mean a little 
higher group premiums for the com- 
pany, but it would represent a great 
saving to the individual. 

Some companies also provide vari- 
ous kinds of pre-retirement “training 
for living” programs. About four out 
of 10 executives and supervisors 
surveyed received some sort of help of 
this kind, and about half of the 
clerical, sales, and manual workers 
do. However, this help is often 
sketchy indeed. A lecture may be 
given by a young man who cannot 
possibly have the breadth and maturity 
of viewpoint of the oldsters to whom 
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he is talking. The “counseling” of- 
fered may really boil down to a short 
interview about the different options 
available for payment of the pension. 

The problem, in short, is to get 
the individual to think ahead to his 
retirement—to begin using his im- 
agination and ingenuity in advance, 
before he begins belatedly to worry 
and becomes encumbered with nega- 
tive attitudes about retirement. All 
employees need this kind of help, 
but probably executives need it most 
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of all; psychologically, retirement 
tends to be a greater transition for 
them than for most others. 

It is time for management to give 
more consideration to how it can 
help the company’s workers and ex- 
ecutives to think ahead about their 
retirement—not in terms of dread 
and foreboding, but as an opportunity 
for happy, positive living. 

a Harry J. Johnson. HanrvARD 


Business Review, March- 
April, 1956, p. 21:5. 


For Executives Who “Want Out”— 
An Optional Retirement Formula 


SOME COMPANIES are providing an “out” for the management man who 
feels that the tensions and anxieties of his job are getting him down. 
For example, Aldens, the Chicago department store, has a plan based 
on an 85-point retirement rule, which permits an executive to retire at 
any time after the sum of his age and his years of service with the com- 
pany equals 85. There is nothing compulsory about this retirement; how- 

ever, it may be initiated at the option of either the executive or Aldens. 
Executives who retire receive a week of severance pay for every year 
of service with Aldens. They are given permanent discount privileges in 
company stores; their hospital insurance is paid up for life; and they 
may keep half of their group life insurance in force by paying regular 
group insurance premiums. In addition, retirement payments are made 
from a profit-sharing fund to which both the company and the individual 

contribute during his employment. 

—Employee Relations Bulletin (National Foremen’s Institute, Inc.) 
No. 448 





BUSINESS FLYING soARs: Of the estimated 9.5 million hours of general 
flying (other than by scheduled air carrier) in 1955, half was air travel 
for business purposes, the Civil Aeronautics Administration estimates. 
Some 18,570 aircraft are engaged primarily in business transportation; of 
these, 9,750 are owned by companies, 8,610 by individuals, and the 


rest by government agencies. 
—Steel 3/26/56 
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For the Specialist ... 





The Manufacturer’s Output Policy: 
One Company’s Experience 


BEFORE we at Lever Brothers pur- 
chased a manufacturer’s output policy 
in 1950, it had been necessary for 
us to carry various types of individual 
policies, some of an all-risk nature and 
others of a named-peril type, in an 
effort to come up with a program 
properly designed to take care of our 
complex insurance needs. 

We had an exposure of approxi- 
mately 140 storage locations, 700 
leased tank cars, 100 factor locations, 
and 1,000 automobiles which had to 
be properly insured. To provide what 
we felt to be proper and sufficient 
protection, several individual policies 
were acquired. These included a 
regular warehouse floater policy, a 
regular transportation policy, a stock 
burglary policy, an automobile ma- 
terial damage policy, an all-risk policy 
covering oils in land tanks outside 
our premises, a named-peril policy 
on factor locations only, and a policy 
covering leased tank cars and their 
contents. 

Our loss experience under these 
individual policies, particularly our 
warehouse floater policy, was ex- 
ceptionally good; and we felt that 
our existing insurance was becoming 
too costly. We were also concerned 
by the recognized gaps in our cover- 
age. Later on, new developments in 
the law aggravated this cost situation 
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and made it evident that an improved 
coverage program was needed to bring 
the cost of insurance more in line 
with the exposures. 

The manufacturer’s output policy 
(confined prior to 1950 to the auto- 
mobile industry) seemed to answer 
our requirements. 

When first written, the output 
policy was truly a multiple-peril policy 
covering most risks of an external 
nature, with a few exclusions. Its 
only weakness was that we were 
obliged to carry specific policies at 
our higher-valued locations because 
of an apparent capacity problem con- 
fronting the underwriters and _ their 
re-insurers. These specific policies 
did not detract from our realization of 
complete coverage, because the output 
picked up the perils not covered by 
them. Later on, we made progress 
with the underwriters toward bring- 
ing under the output policy the limits 
of protection required by our opera- 
tions. 

After the output policy had been 
in effect for a year, we accepted a 
$500 deductible on all claims. This 
not only reduced our premium, but 
equally important, it lessened some of 
our administrative duties by elimi- 
nating the processing of small claims. 
The output policy originally covered 
material damage (including collision) 
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to our automobile fleet, but in 1954, 
when a survey of the automobile ex- 
posure showed we no longer had a 
serious concentration of cars at any 
one location, it was decided to cease 
this coverage. 

At present, our policy covers all 
of our personal property, except auto- 
mobiles, at locations away from our 
manufacturing locations, on virtually 
an all-risk basis—with the usual ex- 
clusion of war risks, employee dis- 
honesty, and earthquake, plus a limi- 
tation of $150,000 on flood losses at 
specific locations. 

Under our previous insurance pro- 
gram, we were required to make very 
detailed monthly reports on many of 
the lines which required the services 
of several employees. Now, with 
the output policy, we furnish one 
monthly report to our insurers which 
covers all of our exposure. 

The loss experience with the output 
policy has been very good, the only 
sizable claim being a $100,000 flood 
loss in 1951. Excluding the flood loss, 
our average annual loss for a five- 
year period was about $11,000. Ac- 
tually, we have had many more losses, 
but they have all occurred in the 
transportation field. On losses of this 
type, our distribution department 
deals directly with the railroads, 
trucking firms, or steamship com- 
panies. Their efforts toward recovery 
are very good, and it is only when 
a claim is declined that we refer it 
to our insurers as a claim under the 


output policy. 
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While it sometimes takes months 
for the distribution department to 
collect these claims, or have the claim 
declined, we do not violate the terms 
of our policy here. We foresaw this 
possibility and discussed the matter 
with the insurers. We felt the insur- 
ance company should step in when 
the railroads, trucking firms, or steam- 
ship companies actually declined to 
recognize these claims, rather than 
when they first occurred. To give the 
insurance company some idea of 
serious transit losses, however, it was 
agreed that we would notify them 
immediately on all losses in excess 
of $1,000. On all losses up to $3,- 
000, whether in transit or otherwise, 
we were to be at full liberty to han- 
dle the damaged merchandise as we 
saw fit, without the necessity of call- 
ing in an adjuster. This, of course, 
saved the insurance company money, 
hastened disposition of the damaged 
merchandise, and made it easier to get 
business back to normal. 

We at Lever have been very favor- 
ably impressed by our experience with 
the output type of policy. We like 
the automatic and very comprehen- 
sive nature of its coverage. In our 
operations, where we use so many 
suppliers of materials of all kinds, 
it is a pleasant feeling to know you 
have the necessary insurance wher- 
ever the property is located. 


wsFrom an address by Edward L. 
Dilworth (Insurance Manager, Lever 
Brothers) before the Mariners Club 

of Massachusetts. 





A LIFE INSURANCE census, the first in industry history, has been com- 
pleted by the University of Michigan’s Survey Research Center. Findings: 
115 million Americans (7 out of ten) own life insurance. 


—Time 
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Foremen vs. Stewards: Who Are the Real Leaders? 


DO UNIONS do a better job than employers in selecting people for leader- 
ship? John A. Patton, a management engineer, believes they do. Here 
are some of the results of a survey he made among more than 200 
foremen and union stewards in 35 companies: 

On vocabulary, union stewards graded 70, foremen 40. 

On mathematical skills, stewards 60, foremen 55. 

On practical judgment, stewards 70, foremen 35. 

On the less tangible, but probably more important, picture of each in 
the individual employee’s mind, a large majority of wage-earners believe 
that the steward, much more than the foreman, has the employee's in- 
terest at heart. 

Thus, all the welfare benefit and incentive inducements in the world 
won't make the real breakthrough in the ceiling on employee productivity, 
Mr. Patton feels. What's required, he believes, is to convince the worker 
that the company and its supervision believe in him as much as does the 
union steward. 

—Business Week 4/28/56 




















“| agree I’m not paying you what you're worth, 
Grogweli—but there's a minimum wage law!" 











—Dale McFeatters. Copyright 1949 by 
Publisher’s Syndicate. Reprinted by permission. 
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GENERAL 


HOW TO IDENTIFY PROMOTABLE 
EXECUTIVES. By C. Wilson Randle. 
Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), May-June, 
1956. $2.00. Detailed results of a 
recent study of 3,000 executives are 
presented in this article, which defines 
30 “common denominator” character- 
istics found in the 35 per cent who 
were ratéd as “promotable.” After anal- 
ysis, eight of these characteristics—po- 
sition performance, drive, intellectual 
ability, leadership, administrative abil- 
ity, initiative, motivation, and creative- 
ness—proved to be reliable general indi- 
cators of promotability. 


BUSINESS LEADERSHIP IN THE SOUTH. 
By Clarence Danhof. The Journal of 
Business (The University of Chicago, 
Chicago 37, Ill.), April, 1956. $1.75. 
This appraisal of the South’s dispro- 


portionately small production of busi- 
ness leaders, whose numbers are fur- 
ther reduced by migration out of the 
South, indicates that the region faces 
the task of consciously developing lead- 
ers or attracting them from other areas. 


LOCATION ANALYSIS. Dun’s Review 
and Modern Industry (99 Church 
Street, New York 8, N.Y.), April, 1956. 
75 cents. Six articles that deal with 
problems involved in selecting and oc- 
cupying a new plant site. This special 
section includes reports on the right 
and wrong ways to evaluate business 
and industrial locations; methods of 
improving community and _ industrial 
relations; and a suggested list of sources 
that can provide useful data. 


PRESENT STATUS OF THE WORK OF 
MANAGING. By Harold F. Smiddy. 
Management Science (Institute of Man- 
agement Sciences, Mt. Royal and Guil- 
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ford Avenues, Baltimore 2, Md.), 
April, 1956. $2.50. Observations on 
the “science of management.” The au- 
thor discusses the purpose of, and need 
for, scientific management, appraises 
the present status of three important 
aspects of managerial work (objectives, 
organization, and manpower planning), 
and suggests a 10-point outline of the 
principles on which scientific manage- 
ment is based. 


MASTER PLAN FOR MANAGEMENT 
DEVELOPMENT. By Willard E. Bennett. 
Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), May-June, 
1956. $2.00. Suggesting that the vastly 
increased number of methods and tech- 
niques for training managers makes the 
development of a “master plan” neces- 
sary, the author proposes a theory of 
management development that em- 
braces three distinct, but interrelated, 
elements: (1) selection; (2) instruc- 
tion in basic knowledge and theory; and 
(3) supervised on-the-job training. 


ORGANIZING NEW PRODUCT DEVEL- 
OPMENT. By J. A. McFadden Jr. 
N.A.C.A. Bulletin (505 Park Avenue, 
New York 22, New York), March, 1956. 
75 cents. The trend in recent years to- 
ward product diversification to minimize 
the risk of changes in the market and 
the general economy has taken two 
forms: the conglomerate merger and 
new-product development. In this ar- 
ticle, which states the case for product 
research and development, a_ typical 
new-product development program, un- 
der a management team of research, 
marketing, and financial experts, is de- 
scribed and discussed, and its role in 
the company’s over-all operations is de- 
lineated. 


THE MANAGEMENT REVIEW 





INDUSTRIAL RELATIONS 


NO BOOM FOR THE UNIONS. By 
Daniel Bell. Fortune (9 Rockefeller 
Plaza, New York 20, N. Y.), June, 
1956. $1.25. For several reasons, the 
bold expansion goals of the AFL-CIO 
may remain unrealized, suggests the 
author; it is more likely that progress 
of unionism will proceed no more 
rapidly than it has in the past decade. 
He examines the announced _ target 
fields for unionism—chemical, oil, tex- 
tiles, etc.—and notes the obstacles to 
union expansion here. Organized labor 
may have better luck, he believes, in 
distribution, and may succeed in con- 
solidating its gains in manufacturing, 
transportation, and construction work. 


CURING THE ABSENCE HABIT. By AI- 
fred G. Larke. Dun’s Review and Mod- 
ern Industry (99 Church Street, New 
York 8, N.Y.), April, 1956. 75 cents. 
The need for management interest at 
all levels, for a firm policy for the 
guidance of supervisors, and for super- 
visory training in handling chronic 
absentees is stressed in this article, 
which reports on recent research into 
the causes and cures of absenteeism. 
The author also outlines the five-point 
absence-reduction program now in ef- 
fect at the Detroit Edison Co. for deal- 
ing with chronic offenders. 


CHANGING PATTERNS OF INDUSTRIAL 
EMPLOYMENT, 1919-55. By Seymour 
L. Wolfbein. Monthly Labor Review 
(Superintendent of Documents, U. S. 
Government Printing Office, Washing- 
ton 25, D. C.), March, 1956. 55 cents. 
A fundamental shift in the labor force 
from the goods-producing to the service- 
producing sector of the industrial struc- 
ture is analyzed in this article, which 
also notes a total increase of nearly 65 
per cent in non-agricultural employment 
since 1939. The author points out that 
these changes, plus significant shifts in 
the employment structure of several 
major industry divisions, have resulted 
in a decrease in the concentration of 
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specific types of industrial employment 
in particular states and regions—as, for 
example, in West Virginia, where a 
sharp drop in mining employment has 
been accompanied by a lesser rise in 
the number of jobholders in trade and 
service industries. 


MEDICAL ASPECTS OF AUTOMATION: 
INFLUENCE ON INDUSTRIAL MEDICAL 
PROGRAMS. By C. Richard Walmer. 
Industrial Medicine and Surgery (605 
North Michigan Avenue, Chicago 11, 
Ill.), May, 1956. 75 cents. The author 
predicts that automation will be a boon 
to workers’ physical health, since it will 
eliminate much dangerous lifting and 
exertion, reduce accidents by reducing 
direct contact with machines, and 
minimize the problems of exposure to 
contaminants and toxic materials. 


ANNUAL REPORT ON THE LABOR 
FORCE 1955. Current Population Re- 
ports (Bureau of the Census, Superin- 
tendent of Documents, U.S. Govern- 
ment Printing Office, Washington 25, 
D.C.), March, 1956. 30 cents. A com- 
prehensive statistical survey of the na- 
tion’s workforce, employment levels, and 
the distribution by industry, age, and 
sex among the several various occupa- 
tional groupings. The record levels of 
employment in 1955 are well docu- 
mented by this report, which is replete 
with tables and classification charts. 


A CREATIVITY TRAINING PROGRAM. 
By Richard H. Harris. Michigan Busi- 
ness Review (School of Business Ad- 
ministration, University of Michigan, 
Ann Arbor, Mich.), May, 1956. Gratis. 
To make better use of existing creative 
ability and stimulate the use of imagi- 
nation, this article reports, one GE plant 
recently introduced a “creativity train- 
ing program.” The author indicates that 
the quantity of ideas produced and the 
number of specific solutions to current 
problems advanced increased  signifi- 
cantly among participants 
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OFFICE MANAGEMENT 


TRAINEE ALLOWANCES FOR CLERICAL 
TIME STANDARDS. By Emanucl Kessler. 
The Office (232 Madison Avenue, New 
York 16, N. ¥.), May, 1956. 35 cents. 
Describes the system in use at the 
Worthington Corp. for measuring the 
performance of new office employees. 
The job standards cover the skills re- 
quired, the frequency and length of the 
various clerical functions, accuracy, and 
the creativity and dexterity involved. 
The point ratings allotted each of these 
items is described in detail, and a 
sample work sheet summarizing the re- 
sults in a typical case is included in 
the article. 


KEEPING TABS ON EMPLOYEES’ MOR- 
ALE. By Ernest W. Fair. Office Man- 
agement (212 Fifth Avenue, New York 
10, N.Y.), May, 1956. 35 cents. Office 
managers can do a lot to improve 
worker efficiency, but first they must 
spot the trouble zones in employees’ 
attitudes, reasons the author. This 
article provides a handy checklist for 
measuring office morale. Among the 
attitudes to be noted: How does the 
employee like his job? What does he 
think of his supervisor, working condi- 
tions, the company? 





BLOW YOUR OWN HORN—HOW TO 
GET AND KEEP OFFICE PERSONNEL. 
Modern Office Procedures (812 Huron 
Road, Cleveland 15, Ohio), April, 
1956. 50 cents. The results of a survey 
on ways and means far-sighted firms are 
using to attract personnel and reduce 
turnover. Unusually high salaries are 
one approach rejected by the editors, 
in favor of such methods as hiring older 
women, the physically handicapped, and 
students; publicizing the company; and 
stressing modern office facilities, air 
conditioning and up-to-date equipment. 


ELEMENTS OF OFFICE AUTOMATION— 
AND PREPARING FOR IT. By Herman 
C. Heiser. N.A.C.A. Bulletin (505 
Park Avenue, New York 22, N.Y.), 
June, 1956. Section 1. 75 cents. 
Thoroughgoing systems analysis and pro- 
gram design are basic to the successful 
installation of computers and data- 
processing equipment, the author em- 
phasizes. He defines the types of data 
that lend themselves to automatic proc- 
essing, compares the performance of 
manual and mechanical systems with 
that of the electronic devices which can 
replace them, and outlines the steps 
that should precede installation. 


PRODUCTION MANAGEMENT 


YOUR RESPONSIBILITY FOR COMPANY 
PROFITS. By John T. Garrity. Flow 
(812 Huron Road, Cleveland 15, 
Ohio), May, 1956. 50 cents. Materials 
handling executives should proceed 
cautiously in the installation of new 
equipment or improved warehousing, 
even though the change may appear 
profitable on the surface, the author 
states. All such projects should be based 
solely in terms of over-all improvement 
in the company’s profit position. This 
article is intended as a guide to evalu- 
ating the elements involved. 
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MANAGEMENT DECISIONS IN THE 
MATERIALS PROGRAM. By Louis J. 
DeRose. Purchasing (205 East 42 Street, 
New York 17, N.Y.), June, 1956. 
$1.00. Purchasing department personnel 
should participate actively in the de- 
cision-making processes of materials 
management, the author states. He dis- 
cusses six specific areas in which the 
participation of purchasing people can 
contribute substantially to over-all com- 
pany profits: standards of materials 
specification; make-or-buy considera- 
tions; introduction and control of en- 
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gineering changes; predicting, planning, 
and scheduling of material require- 
ments; establishment and control of 
inventory stock accounts; and determi- 
nation and disposal of surplus and obso- 
lete materiais. 


“AUTOMATION”: NEWS BEHIND THE 
NOISE. By Herbert Solow. Fortune (9 
Rockefeller Plaza, New York 20, N. Y.), 
April, 1956. $1.25. Few words have 
created more semantic confusion than 
automation; what is really needed, ac- 
cording to the author, is not debunk- 
ing but clarification. Defining automa- 
tion simply as an extension of the long- 
standing concept of mechanization, he 
describes its impact on varied industrial 
fronts ranging from assembly-line uses 
in the automotive industry to computa- 
tional applications in industrial account- 
ing and operations research. 


TOP PLANTS OF 1956. Factory Manage- 
ment and Maintenance (330 West 42 
Street, New York 36, N. Y.), April, 
1956. 50 cents. This entire issue is 


devoted to presenting the “10. best 
MARKETING 
DISTRIBUTION TRENDS, 1955-1956. 


Chamber of Commerce of the United 
States (1615 H Street, N.W., Wash- 
ington 6, D.C.). 30 cents. A conven- 
ient, brief summary of business activity 
in the field of distribution, gathered 
from a wide range of sources. It pre- 
sents facts and figures on consumer 
credit, retail and wholesale trade, adver- 
tising, inventories, expansion and con- 
struction by distributors, growth of sub- 
urban shopping centers, trends in con- 
sumer credit plans and fair trade, etc. 


ALL AGENCIES LOOK CHARCOAL 
GREY. By George Bowen. Industrial 
Marketing (200 East [Illinois Street, 
Chicago 11, Ill.), April, 1956. 25 cents. 
Selecting an advertising agency is a 
difficult task in which there are few 
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plants of the year,” and other award 
winners in the buildings and grounds, 
electrical services, and plant services 
categories. Here is a display of some of 
the recent trends in plant design, safety 
and fire protection, employee lounge, 
cafeteria, and recreation facilities, light- 
ing and ventilation techniques, etc. Of 
particular note are the progress in 
electrical distribution systems and in- 
creasingly flexible plant design to per- 
mit future expansion. 


4,000 ITEMS—4 BUYERS. By D. S. 
Ammer. Purchasing (205 East 42 Street, 
New York 17, N.Y.), March, 1956. 
$1.00. A _ description of purchasing 
operations at the DeLaval Separator Co. 
(Poughkeepsie, N.Y.), where cost re- 
ductions have been effected and work 
efficiency promoted by a program of 
paperwork simplification, expediting and 
follow-up, integrated record-keeping, and 
departmental meetings. A traveling req- 
uisition form, complete with the re- 
quired specifications and _ previous 
purchase history, is one of the tools 
described. 
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short-cuts, the author states. This in- 
teresting account is based on his own 
experience in choosing an agency for 
the Robert Gair Co. (New York). He 
used a lengthy questionnaire (repro- 
duced in the article) to screen pros- 
pective agencies on the basis of such 
criteria as experience in _ handling 
similar accounts, organization of ac- 
counts, volume of billings, and type of 
research facilities available. 


GIVEAWAY CRAZE HITS RETAIL TRADE. 
U. S. News & World Report (24 and 
N Street, Washington 7, D. C.), May 
25, 1956. 20 cents. A report on the 
pros and cons of the current boom in 
trading stamps, now reliably estimated 
to involve 40 million shoppers and a 
business volume of $25 to $31 billion. 
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Advocates point out that resultant sales 
gains are undeniable, and that the pub- 
lic not only appreciates stamps but is 
coming to demand them. Critics argue 
they are expensive and time consuming; 
a merchant’s initial sales gains are soon 
vitiated when competitors start playing 
the same game. But, in any case, stamp 
plans are now firmly entrenched and 
likely to remain so, the article con- 
cludes. 


YOUR MARKET IN THE NEXT TEN 
YEARS. By Fred D. Lindsey. Nation’s 
Business (U.S. Chamber Building, 
Washington 6, D.C.), May, 1956. 60 
cents. A classification of the consumer 
market by age-groups, each of whose 
numbers, growth rate, income, and 
special needs are projected through 
1960, and again to 1965. Of special 
interest is the age 35 to 54 market, 
which comprises nearly half the na- 


tionai workforce and gets a correspond- 
ingly large share of total wages and 
other personal income. The expected 
decline in the growth rate of this 
group ard that of the age 25 to 34 
market, plus the projected rise in 
both the younger (15 to 24) and the 
retired (65 and over) group, will have 
an important impact on many com- 
panies’ sales patterns. 


NINTH ANNUAL LISTING OF AVAIL- 
ABLE MARKET DATA. Advertising Age 
(200 East Illinois Street, Chicago 11, 
Ill.), May 7, 1956. 15 cents. A de- 
scriptive list of market data issued by 
media, trade, and other groups. The 
1,500 sources listed are arranged under 
eight types of market—national, farm, 
regional and local, distribution, indus- 
trial, professional, Canadian, and inter- 
national. 


FINANCIAL MANAGEMENT 


HOW MUCH CAN BUSINESS BORROW? 
By Charles E. Silberman. Fortune (9 
Rockefeller Plaza, New York 20, N. Y.), 
June, 1956. $1.25. The increasingly 
tight money market and business's ex- 
pansion plans for new plant and equip- 
ment have brought the problems of fi- 
nancing once again to the fore in man- 
agement planning. This articie illustrates 
the varying attitudes adopted by execu- 
tives in some of our largest corporations 
as they. face the need, often for the 
first time in many years, of raising 
capital from external sources. 


FOUR WAYS TO WRITE OFF CAPITAL 
INVESTMENT: MANAGEMENT SHOULD 
HAVE A WIDER TAX CHOICE. By Joel 
Dean. The Journal of Business (School 
of Business of the University of Chicago, 
Chicago 37, Ill.), April, 1956. $1.75. 
How should our tax system—specifically, 
the depreciation provisions of the tax 
law—be arranged so as to gather ade- 
quate revenue without undesirable side 
effects on business? Urging a broad re- 


590 


consideration of possible alternatives, 
the author compares four methods of 
capital expenditure write-off and ex- 
plains why he favors the principle of 
“cash-flow” depreciation, at present ap- 
plicable only te a few limited categories 
of expenditure. 


EVERYONE A STOCKHOLDER? PROB- 


‘LEMS IN BROADENING SHARE OWN- 


ERSHIP. By James P. Logan. Amos 
Tuck School of Business Administra- 
tion, Dartmouth College, Hanover, 
N.H. April, 1956. Gratis. In this criti- 
cal examination of the belief that 
“every American should be a_ stock- 
holder,” the author suggests that the 
middle- and lower-income groups are 
actually the least likely sources of ad- 
ditional stockholders. He cites other 
objections to this proposition: lack of 
interest and knowledge on the part of 
the general public, difficulties encoun- 
tered by investment firms serving many 
small investors, more readily available 
sources of capital funds, etc. 
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EMPLOYEE STOCK OPTIONS. Trusts 
and Estates (50 East 42 Street, New 
York 17, N.Y.), April, 1956. 75 cents. 
The stock option has become an in- 
creasingly prevalent part of executive 
compensation since 1950, when the In- 
ternal Revenue Code made specific pro- 
vision for such “restricted” options. 
However, the tax considerations involved 
are exceedingly intricate, the author 
points out. He illustrates the operation 
of the time limitations involved if ac- 
cruing profits are to be treated as capital 
gains rather than income, and describes 
the tax situation of such options or the 
resulting profits when bequeathed. 


INSURANCE 


DOES IT PAY TO INSURE AGAINST 
EXECUTIVE DISABILITY? By Paul Brow- 
er. Management Methods (22 West 
Putnam Avenue, Greenwich, Conn.), 
June, 1956. 50 cents. The temporary 
absence of an executive because of an 
accident or illness can be a costly mat- 
ter to any company, but such losses 
can be partially offset, says the author, 
by well-planned disability and wage 
continuation insurance. Among its ad- 
vantages, as discussed here: premiums 
are deductible as a business expense; 
benefits up to $100 per week are usually 
tax-free to the executive; and cost of 
salary continuance is known in ad- 
vance. 


THE QUESTION OF SIZE IN SELF- 
INSURANCE OF PENSIONS. By Hillary 
L. Seal. Trusts and Estates (50 East 
42 Street, New York 17, N.Y.), April, 
1956. 75 cents. Self-insurance of pen- 
sions may be quite feasible and finan- 
cially sound even for small companies 
with as few as 15 employees, the author 
thinks. In this article, he reviews the 
statistical considerations involved in re- 
ducing the risk of loss for a small com- 
pany and explains the concept of a 
“contingency loading factor” of 1242 to 
25 per cent, which is added to the com- 
pany pension contribution. 
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HOW WE PROJECT OUR CAPITAL 
NEEDS IN RELATIONSHIP TO SALES. 
By John H. Kempster. N.A.C.A. Bulle- 
tin (505 Park Avenue, New York 22, 
N.Y.), May, 1956. Section 1. 75 cents. 
Projection of a company’s capital needs 
must be based on both anticipated facil- 
ity replacement and expansion and the 
availability of capital indicated by gen- 
eral sales and production plars, in the 
author's opinion. The development of 
capital and expenditure forecasts at the 
Dennison Manufacturing Co. (Fra. - 
ingham, Mass.) furnishes the material 
for this case study. 


MANAGEMENT 


OASI—IMPACT ON PRIVATE PENSION 
PLANS. By Samuel N. Ain. Harvard 
Business Review (Soldiers Field, Bos- 
ton 63, Mass.), May-June, 1956. $2.00. 
The Old Age and Survivors Insurance 
sector of Social Security has been the 
most important influence in paving the 
way for the unprecedented growth in 
private pension plans in the last 15 
years, the author believes. Any expan- 
sion in its coverage, such as pending 
Congressional proposals to liberalize 
disability benefits and lower the retire- 
ment age for women, will have wide- 
spread repercussions on industrial pen- 
sions, he predicts. 


THE GROWING COSTS OF WORKMEN’S 
COMPENSATION. By Stanwood L. Han- 
son. The National Insurance Buyer 
(American Society of Insurance Man- 
agement, Hotel Martinique, Broadway 
and 32 Street, New York 1, N. Y.), 
March, 1956. 50 cents. Larger work- 
men’s compensation awards and the 
increasingly broad view taken by the 
courts as to what constitutes compen- 
sable disability were among the con- 
siderations behind Liberty Mutual In- 
surance Company's decision to explore 
the possibilities of medical rehabilita- 
tion for disabled workers. In this article, 
a vice president of the company reports 
on some aspects of the program. 
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Meetings and the Manager 


Top Management Looks at Executive Conferences 


a Lydia Strong 


ARE ADMINISTRATIVE meetings and conferences worth the time 
they take? Or are they, in many instances, just a device of the 
devil to harass busy executives and keep them working overtime? 

Despite the familiar complaints about time wasted at conferences, 
most executives rely heavily on them as a way to get things done. 
So, at any rate, it would appear from the comments of 37 top manu- 
facturing executives—presidents, vice presidents, and divisional 
or department heads of large companies—who participated in a 
recent survey by THE MANAGEMENT Review.” At the same time, 
most of these men feel uneasily that time—perhaps a great deal of 
time—is wasted, and that the meetings could be considerably more 
effective than they are. Wasted time is blamed on a variety of 
factors, ranging all the way from unnecessary attendance to com- 
plex procedural and personality difficulties. 

Certainly, the time spent in conference is substantial. For the 
men surveyed, it consumes on the average 11 to 12 hours, or close 
to one-fourth of the total workweek. Two to three hours are spent 
at outside business meetings. A much larger chunk, nine hours on 
the average, is devoted to six or seven internal meetings. 











* The first article on this survey, “Of Time and Top Management: How 
Executives Use Their Time,” appeared in last month’s Review. 
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Patterns of individuals vary widely. One industrial relations 
director gets by with a meeting a week; another in a seemingly 
similar job attends 20. There are differences also in what is con- 
sidered a meeting; a company president says he attends “a half- 
dozen,” then adds casually: “plus round-table luncheon with execu- 
tive group daily—covers a lot of ground.” 


MORE MEETINGS—MORE OVERTIME 

One fact seems clear, so far as this limited survey can be trusted: 
the more time a man spends at meetings, the more time lie is likely 
to spend after hours catching up on other jobs. Men “in conference” 
for more than nine hours a week average almost four hours more 
overtime than those who confer for nine hours or less. This differ- 
ence is, of course, merely quantitative. No attempt was made to 
determine whether the men who confer more do a better job, or 
get more work done. 

Three out of four internal conferences, for the group surveyed, 
are small, informal meetings of three or more persons. They last, 
on the average, an hour and 20 minutes, though some men average 
as little as 24 minutes per meeting, and others confer for three 
hours at a stretch. Respondents attend one to three meetings a 
week called by others—and most of them feel that their presence at 
some of these meetings is not entirely indispensable. 

Not too much time is wasted getting conferences under way. 
Most meetings start-on time, according to three out of four ex- 
ecutives. But considerable time may be wasted after the meeting 
starts, if participants are called without notice and therefore don’t 
have time to prepare. On the average, this happens about three 
times out of 10. In half the cases, there’s a reason: The meeting 
is called to meet an emergency. In the other half, however, no 
emergency exists. 


SHOULD THE GROUP DECIDE? 


How about the debated question of group decision? In this, as 
in previous, more ambitious studies, executives report that most 
internal meetings and conferences, exclusive of training meetings, 
are held partly or wholly for the purpose of decision-making. Most 
of the men, in fact, say that two-thirds or more of their meetings 
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involve decision in some way. And more than half the respondents 
feel that at least some of these decisions could be reached as effec- 
tively by a single individual. 

A substantial number disagree. Typically, a general manager 
comments: “I fully believe that the meeting pulls those together 
who can contribute ideas which will result in better plans—better 
action—and better long-range results.” 

But even among those men who say some decisions made by 
the group could be made as effectively (and therefore more econom- 
ically) by the individual, the majority still hold out for group 
decision because of its supporting values: communication, coopera- 
tion, and morale. “Action without discussion does not lead to co- 
operation,” one executive comments. Another: “It is better for all 
concerned to feel they had a part in the decision.” 

A useful modification is suggested by one executive of a food- 
processing concern: “In some instances a smaller committee would 
do better by making a definite recommendation to the larger 
group.” 

In 1950, University of Michigan researchers* found that ex- 
ecutives complained of time wasted at decision-making conferences, 
because they did not appreciate the subsidiary values of the meet- 
ings. However, the present group seem to be well aware of the 
advantages of conferences. 


WHERE CONFERENCES BOG DOWN 


Why do some meetings take more time than they ought to, or 
accomplish less than expected in the time allowed? Respondents 
were asked to rate in order of importance three categories of 
obstacles, broadly described as “unfavorable climate,” “poor leader- 
ship,” and “personality difficulties,” and also to suggest other 
obstacles they had noted from their own experience. They were 
also asked to estimate how much time lost is attributable to these 
factors. 

More than half the men estimate that from one-fourth to one- 
half or more of the time of internal meetings is wasted and fewer 
than half feel that one-eighth or less of the time is wasted. Of 


* Harold Guetzkow and Martin Kriesberg, “Executive Use of the Administra- 
tive Conference.” PERSONNEL, March, 1950. 
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the latter group, six say that there are no serious obstacles and 
that little or no time is frittered away at their meetings. 

“Poor leadership as evidenced by lack of a clear-cut objective, 
meeting called at wrong time, wrong persons included, failure to 
have proper information ready, digressions, failure to summarize, 
unchecked repetitious argument, interruptions,” is blamed by the 
majority of participants for the greatest waste of time—an inter- 
esting fact, since these men occupy leadership positions at most 
meetings they attend, and are therefore putting the blame on a 
group of obstructions for which they themselves are at least partly 
responsible. 

On one aspect of this problem, a company president enlarges: 
“Failure to have complete information on which to base an ‘obvious’ 
decision, with off-the-cuff opinion substituted, is our chief trouble.” 

About one-fourth of the respondents give first place to “person- 
ality difficulties such as antagonism among participants; participants 
pursuing private objectives rather than the objectives of the meet- 
ing; participants coming unprepared though given notice.” 

Fewer than one-fifth rate as most obstructive the group of factors 
summed up as “unfavorable climate, such as lack of interest, 
reluctance or fear of participants to discuss subject freely, lack 
of common purpose among participants, failure to understand sub- 
ject.” A company president says frankly: “Family-owned business; 
difficult to get key executives to disagree openly with me.” An- 
other complains of “unwillingness of subordinates to make a posi- 
tive recommendation.” 

Other time-wasters described by respondents are: 

“Discussing subjects in meeting that could be handled with 
individuals outside meeting.” 

“Having scheduled meetings where there is nothing important 
to discuss.” 

“Meetings called because someone was not satisfied with a 
decision reached in a previous meeting, implies he has new facts— 
often a rehash.” 

“Untimely meetings because fast-moving events do not permit 
adequate preparation.” 


Though recognition of conference problems is pretty general, few 
specific suggestions are made for dealing with them, other than those 
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implicit in the recognition. One man insists on “starting meetings 
and ending meetings on time,” another reports that “all conferences 
and meetings are conducted with previously planned agenda,” 
and a third is trying “to terminate conferences more abruptly.” 

The present study made no attempt to explore measures for 
improving the conduct of conferences. But many of the general 
steps taken by respondents for time-saving* —such as better organi- 
zation of their work, work scheduling, and fuller delegation of 
responsibility—would tend by their nature to improve the content 
of administrative conferences and also to eliminate some unnecessary 
meetings. 

Several men regard meetings as one of their principal methods 
of using time more effectively. One company president sees mem- 
bers of his staff once a week, “at which time we clear up our mutual 
problems. Only matters that require immediate action are cleared 
in between these weekly meetings.” A manufacturing vicepresident 
spends “one hour a week with all foremen, superintendent and 
plant engineer for general discussion; one hour a week with union 
committee, discussing their problems and keeping them informed.” 

The question of outside business meetings, conferences, and 
conventions was investigated only casually. The group as a whole 
averages two and one-half hours a week at such meetings (closer 
to three for company presidents). An overwhelming majority feel 
that the time given this activity is neither too much nor too little, 
but just about right. 


*See “Of Time and Top Management,” op. cit. 





HOW WELL DO exccutives take care of their health? Statistics compiled 
by Joseph D. Edwards, author of Executives: Making Them Click (Uni- 
versity Books, Inc., New York, 1956), indicate that the average execu- 
tive admits to being overweight, usually has some gastro-intestinal upsets, 
and complains of a “funny feeling” around the heart, especially after a 
hard day. As for his habits, he works nine to eleven hours a day, smokes 
two packs of cigarettes or four cigars daily, and skips lunch (or gulps it 
at a luncheon conference) twice a week. He has time for one proper 
lunch, two business dinners, and two social dinners weekly. He averages 
seven hours of sleep per night, but probably uses sleeping pills once a 
week. And he admits that this composite picture is a little discouraging. 
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How to Wreck a Conference 


Conference-wrecking is among the most ancient of the arts, 
dating back at least as far as the Stone Age. Some of the 
methods used by Neanderthal Man to break up discussion or 
silence an opponent are, in fact, still popular today. 


To wreck the modern, highly organized executive confer- 
ence, however, requires a certain refinement of approach. 
Crude cave-dweller tactics have long since been replaced, in 
business circles, by subtler though no less effective techniques. 
Those outlined below—compiled from extensive research on 
thousands of meetings—will serve as a handy refresher course 
for the veteran conference-wrecker and carry the novice, 
whether as chairman or participant, through his first few ses- 
sions. As he gains experience and adroitness, new approaches 
will suggest themselves. 


If you’re chairman .. . 


Call the meeting 
without notice. 
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If you've compiled 10 pages of 
advance information that was 
sent to everyone, read it aloud 
and explain the footnotes. 


Let Sam and Joe debate their personal differences for 
the length of the meeting, thus providing good clean 
entertainment for all. 


Or, insist that Sam and Joe are really in agreement, and 
prove it by misquoting both of them. This will unite 
them in an attack on you. 
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Squelch any new approach 
not outlined on the agenda. 


Don't snub any friends who 
may telephone during the 
meeting. Have your secre- 
tary put every call right 
through. 


Ask leading questions, as: 
"You surely aren't cast- 
ing doubt, are you, on 
the validity of the Zwibel- 
foos Survey?" They'll 
agree, to avoid admit- 
ting they haven't heard 
of the survey, but the 
meeting will sour from 
this point on. 
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Answer all your own questions. It may take some 
juggling, but it's the only way to insure the right answer. 














Change the decisions reached at the meeting—but don't let the others know. 
(It might hurt their feelings.) 
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. and try these additional devices: 


@ Keep the purpose of the meeting a secret. 


e@ Warm up the meeting by devoting the first quarter-hour 
to an account of your trip to the Thousand Islands. Pass 
around snapshots, by all means . . . souvenir matchbooks, 
too, if you have them handy. 


Instead of preparing information in advance, send out for 
each item as needed. This gives participants time to duck 
out for quick phone calls, from which they may never return. 


Track down all the fascinating side issues, lead where they 
may. 


Twist other people's remarks to suit your purpose. 


If you’re a participant .. . 











Don't listen to others; they will only confuse you. Use the time while 
they're talking to think up your next remarks. 


JULY, 1956 














Take careful notes on everything, including date, time, temperature, 
and barometer reading. If you don't catch every word that's said, 
ask for a recap. 


Defend yourself! Any- 
one who openly dis- 
agrees with your view- 
point probably has it 
in for you. 
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Let the chairman do all the 
work. It's his meeting. 


Rise frequently to points of order. 


Side with the majority, 
regardless of your real 
opinion. 
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Throw your weight around. Let 

them know how you feel about 

every subject, whether you're informed or not. They may 
not get much out of this, but if your voice is loud they'll know 
you're a man to be reckoned with. 


. and if all these maneuvers are exposed, try the following: 


@ Come prepared with the only possible solution. 


@ After the first 15 minutes, consult your watch fre- 
quently. If this isn't noticed, drum your feet or tap 
your pencil briskly on the table. 


@ Bring a voluminous report (the more charts the better) 
on every aspect of your own operations, indexed ac- 
cording to sales, freightloadings, intermodular bias 
correlation, etc. Each time one of these subjects is 
mentioned, read the appropriate section from your 
report. 


= Text by Lyp1aA STRONG 


® Drawings by Av HoRMEL 
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Developing 
Tomorrow’s 
Business Leaders 





mw Stanley F. Teele 
Dean, Graduate School of Business Administration 
Harvard University 


Since World War II, American business and educational institu- 
tions have become increasingly interested in the role of the top 
manager—and in the qualities, skills, and understanding necessary 
for that role—not for any abstract reason, but in order to learn 
how to influence the behavior of high-level executives, to improve 
their performance, and to find out what combination of selection 
and development methods will insure a larger supply of better- 
prepared top managers. Such steady improvement is of vital im- 
portance, not only to business itself, but also to the nation and the 
free world: American business is the bulwark of the free world, 
and the steadily increasing size and complexity of the industrial 





units of American business is putting more and more burdens on 
the shoulders of top managers. 

No doubt some perception of the increasingly significant role of 
business leaders has brought about the increase in research on busi- 
ness leadership during the last decade, and particularly in the last 
five years. Three other developments during the same five-year 
period also reflect industry’s concern about the need for a somewhat 


Based on ‘an address presented on May 25, 1956, before the AMA General 
Management Conference. 
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different type of top manager, somewhat differently prepared from 
the manager of today. First, the growing discussion among leading 
business men of the need for men with greater breadth has now 
reached the company recruiters, and the graduates of liberal arts 
colleges are now sought after in a way to which they have never 
before been accustomed. Second, leading engineering schools have 
already increased, or are contemplating greatly increasing, their 
emphasis on studies in the humanities and social sciences. Finally, 
a great many companies are including in their executive-develop- 
ment plans, whether carried out within the company or with the 
cooperation of a university, a heavy emphasis on broadening the 
range of knowledge and, more important, the range of understand- 
ing of their prospective top executives. 

Both by their words and by their actions, present leaders of busi- 
ness thought have clearly indicated their belief that the future will 
demand a larger flow of men capable of being good generalists in 
the context of extremely large and complex combinations of people 
and things. Clearly, there will be more specialties and more special- 
ists in business; the problem is to provide managers who can inte- 
grate the specialists and make effective use of their specialized 
knowledge and skills. 


THE EDUCATIONAL PROBLEM 


Assuming that the components of business leadership can be 
developed (a belief that has been bulwarked by extensive observa- 
tion but has not yet been proved or demonstrated in any scientific 
sense), three questions of special importance must be considered. 


What should men learn? 


Much of the current controversy centers on this question; it is 
here that the contrast between breadth and specialization is most 
often underlined. Proponents of the liberal arts hold that the ca- 
pacity to think, to solve problems, to face new and unknown facts, 
is best promoted by broad studies in the humanities and _ social 
sciences. Advocates of the sciences and engineering, on the other 
hand, point out the obvious values of specialized education in a 
world in which technology is constantly increasing in importance. 
Indeed, it is rapidly becoming a dogma that more of our best brains 
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must be channeled into the sciences and engineering, and a steadily 
growing percentage of our college students enroll in undergraduate 
business programs in the belief that this represents the best prepa- 
ration for business. 





When should men learn? 

Thus far, at least, relatively less attention has been paid to this 
second question. Discussion of the proper educational preparation 
for business has centered primarily on the college years. In recent 
years, however, there has been a tremendous increase in the 
number of formally organized educational programs designed for 
men older than the normal college group. Programs of the Amer- 
ican Management Association, for example, are based on the same 
principle expressed by the former president of Harvard, James 
Bryant Conant, when he stated that education must be a continuous 
voyage. Programs similar to the Advanced Management Program 
of the Harvard Business School, designed for men with roughly 
20 years of business experience, are now conducted in at least 50 
other universities and in a much larger number of companies. The 
much newer Middle Management Program at Harvard, designed 
for men with five to ten years of business experience, has as yet 
relatively few companions, but it represents a most promising and 
exciting educational experiment. Many companies are experiment- 
ing with and developing formally organized internal educational 
programs. Sharp looks are being directed at the old adage, “You 
can’t teach an old dog new tricks’; indeed, some are disposed to 
rewrite it in a new form: “Some tricks can be taught only to an 
old dog.” 

The question of when men should learn cannot now be answered 
with assurance; real research will be necessary to provide the 
answer. But the very fact that experiments are now being con- 
ducted indicates that progress has been made and gives promise 
that still other experiments in timing educational activities will be 
undertaken. Ultimately, it may well be found that certain types of 
managerial skills can best be developed at an early level of ma- 
turity and experience, and that other.types can best be left to later 
years. Or, to state it perhaps more accurately, it may be found that 
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successive efforts at different stages of maturity and experience 
represent the most successful pattern. 


How should men learn? 

The final question relates to the balance between formal, organ- 
ized educational activities and on-the-job development. It seems 
inevitable (and desirable) that most development will take place 
in carrying out the job assigned. If this is the case, the arrangement 
of job experiences of such a type and in such a sequence as to 
maximize the development opportunity thus becomes the single most 
important way of developing those who will become top managers. 

This is the area in which additional research seems most neces- 
sary. Businessmen appeer to accept the notion of careful, objective 
study of the values of off-the-job education, whether within the 
company or in a university, far more readily than they do the 
concept that the development of a program of learning on the job 
and the determination of the proper sequence of jobs should be 
studied in the same objective fashion. 


THE NATURE OF BUSINESS LEADERSHIP 


Before these questions can be answered and an effective program 


of education for top management developed, the goal must be un- 
derstood. A useful framework for thinking on the subject, it seems 
to me, is provided by four sets of concepts that encompass the most 
significant aspects of the role of the business leader. 


Art and science. How much of business management is an art 
and how much is a science? These two words are usually contrasted 
to each other: Webster's Collegiate Dictionary points out that 
science is systematized knowledge, whereas art is knowledge made 
efficient by skill. 

Everyone would readily agree that top management is a mixture 
of art and science. My own view is that it is »verwhelmingly more 
art than science, but that the element of science will increase 
notably during the next generation. To be brash indeed and put 
out specific numbers to provoke discussion, we might say that top 
business management is now 90 per cent art and 10 per cent 
science, and that, in another generation, a tremendous increase in 
attention to scientific aspects might make the ratio 80 per cent 
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art and 20 per cent science. One important reason for this shift, 
of course, is the growing trend toward mathematical-statistical 
theories and methods, and to the electronic data-processing equip- 
ment that may make those theories and methods usable in the day- 
to-day and year-to-year operation of large and complex enterprises. 

Knowledge and wisdom. Americans frequently have a curious 
reluctance to use the word wisdom, feeling, no doubt, that the 
word connotes one rich in years and truly distinguished among his 
fellows. Actually, wisdom means the capacity of judging soundly 
and dealing broadly with facts. Knowledge denotes acquaintance 
with or clear perception of facts. 

Again, although all will agree that top business management re- 
quires both knowledge and wisdom, there will be differences of 
opinion regarding the proper and necessary proportions between 
the two. I believe very strongly that wisdom must be by far the 
larger and stronger ingredient. The consequences of this belief are 


obviously substantial in the planning of development programs, re- 


quiring emphasis on practice in the use of facts, in judging the 
relevance of facts, and in assessing the significance of relationships 
among facts. 

Breadth and specialization. Much of the controversy between 
breadth and specialization has been pointless, because it has so 
completely neglected the element of time. Very few men have 
become successful top business managers without having specialized 
at one or more points in their careers; almost all of them have been 
responsible for an activity that required a specialist's knowledge and 
understanding of a particular segment of the business. Specializa- 
tion is necessary; it is not an evil, as is sometimes implied. Many 
business functions must be performed by people who have a special- 
ist’s knowledge and skill—indeed, a specialist's wisdom. 

The distinguishing feature of the men who went on to top man- 
agement positions is that, even while specializing, they were look- 
ing ahead and around. They were seeking to fit their own specialty 
into a larger whole—to be emotionally and intellectually prepared 
to rise above their specialty when the opportunity developed. In 
other words, top business management involves a mixture of breadth 
and specialization—with particular attention to the timing of the 
different emphases. 
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A good deal of sport has been made of college recruiters who 
have asserted that they were seeking “well-rounded specialists.” 
This is asking for so much more than is possible at the college level 
that the derision is probably justified. Yet, in a real sense, this is 
what should be sought: the ability to go through a necessary period 
of specialization, to do well at it, and then, at the proper time, to 
rise above specialties. 

Inner serenity and divine discontent. In a sense, this pair of 
concepts, being furthest away from objective research and _ least 
likely to yield categorical answers, may seem inappropriate for 
discussion. 

In another sense, however, any realistic approach to the nature 
of top business management—and, therefore, to the problems of 
selection and development for top business management— must 
recognize that the balance between these two is perhaps the most 
important determinant of success in top business management. 

Psychiatrists, psychologists, religious advisers, and ordinary lay 
observers have noted how often human efficiency is greatly reduced 
by sharp inner conflicts, which usually center around value judg- 
ments. Conflicts over basic personal purposes and objectives, the 
values to be sought in life, are barriers to effective performance far 
more often than intellectual incapacity or lack of necessary knowl- 
edge. From this point of view, then, the goal is the development 
of the inner serenity that comes from having struggled with and 
resolved the basic questions of purpose and values. 

On the other hand, in business, as in the world generally, dis- 
content is an element of the greatest importance. Dissatisfaction 
with oneself and with one’s performance is essential to improve- 
ment. This kind of discontent, though experienced by relatively 
few, is so important to the progress of the world that it has been 
characterized as “divine discontent.” 

One may perhaps argue that whatever may be done consciously 
to help men develop an art and improve a science, to acquire 
knowledge and to develop wisdom, to possess breadth enough to 
specialize and then to rise above the specialty—whatever may be 
done with respect to these first three pairs of concepts, no effort 
can or should be made with respect to the fourth. This conclusion 
may rest on the belief that other agencies (for example, the church) 
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have exclusive rights here; it may rest on the ground that it is so 
difficult to help men acquire inner serenity without losing divine 
discontent that no attempt should be made. 

Although the force of these objections is great, my own conclu- 
sion runs in the opposite direction: The need for men to think 
through to a set of ultimate values suitable and satisfying for them 
is so pressing that real risks can and should be run. Business educa- 
tion cannot stay aloof. We know almost nothing about how to con- 
tribute to men’s development in this respect. We must try, and err, 
and learn; but the need is so great that we must make the effort. 


How Business Shapes the Nation’s Life 


THE BUSINESS community has expanded its horizons greatly in recent 
years, and it now performs many new and valuable functions in the 
public interest. Consider these important services, pointing up business’s 
acceptance of its increasing responsibility for the welfare of the nation, 
as outlined by Donald B. Woodward, Finance Committee Chairman, Vick 
Chemical Co., in the Journal of Commerce: 

The business institution is now a major instrument for diminishing 
the hazards of life itself. It affords its employees extensive protection 
through pensions, hospitalization, health and accident insurance programs, 
disability and pay continuation plans, and medical examinations. 

It provides sizable and increasing support for educational institutions. 
It is itself a large-scale educational organization: It affords adult educa- 
tion and training for its employees. 

The business institution is probably the greatest factor in scientific 
research, as well as the advancement and application of technology. 

It is an outstanding patron of the arts, music, and entertainment 
through its advertising sponsorship and public relations activities in the 
press, radio, and TV media. 

It provides unprecedented amounts of leisure time for its employces, 
a fact with vast implications for the economy and the individual alike. 

It is the chief tax-collecting agency of the government. 

It is the main factor in our unrivaled standard of living. 

And the business institution is the key reason for America’s power in 
the world today. It is responsible for the continuing existence of the 
free world, and is, thus, a most essential feature in U. S. foreign policy. 





THE RUNG of a ladder was never meant to rest upon, but only to hold 
a man’s foot long enough to enable him to put the other somewhat higher. 
—Thomas Henry Huxley 
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Current Practices and Problems 
in Collective Bargaining 


@ Alice L. Smith 


Back 1n 1946, a speaker at an AMA Personnel Conference 
warned his hearers that the guaranteed annual wage was likely to 
become “the battle cry of labor in the future as the eight-hour day 
was in the past.”* 

Whether, at the time, this prediction aroused skepticism or 
alarm is not recorded; but it can safely be said that the reactions 
of a management audience today would fall short of either extreme. 
According to the findings of a survey among the participants at 
AMA’s Collective Bargaining Conference last May, companies in 
a wide variety of industries fully expect GAW to be the major 
issue in union negotiations during the next few years and are al- 
ready making plans to meet it. 

The survey, which was designed to throw light upon current 
practices and problems in collective bargaining, brought replies 
from 181 companies in a wide range of both manufacturing and 
non-manufacturing fields, from primary metals to retailing. The 
sample was equally representative as regards company size, run- 





* Joseph L. Snider, “The Annual Wage Concept and Management Planning,” 
Regularized Employment—Problems and Possibilities, AMA Personnel 
Series 105, p. 14. 
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ning all the way from small concerns employing fewer than 200 
workers to one manufacturer with more than 200,000. The ma- 
jority of the respondents—120 companies—employ over 1,000 
workers. 

Though there was considerable variety in the number of unions 
with which these companies bargain—one company reported as 
many as 125—most of them deal with from one to five. Practically 
all reported that their production workers were either fully or pre- 
ponderantly organized, and a number indicated that unions had 
also made inroads among their clerical and technical and engineer- 
ing personnel. Thirty-two of the larger companies, together with 
one small firm, said that “some or all” of their white-collar workers 
were organized, and some degree of unionization among technical 
and engineering staff was reported by 17 companies, most of them 
large ones. One insurance company representative, who did not 
actually complete the questionnaire, returned it with the notation 
that an attempt was currently being made to organize clerical 
workers in his home office. 


PRIMARY BARGAINING ISSUES 


The guaranteed annual wage, or its foot-in-the-door substitute, 
supplementary unemployment benefits,* won hands down as “the 
most acute bargaining issue a year from now.” Sixty-five of the 
respondents singled out GAW or SUB, as compared with 31 who 
voted for fringe issues and 27 naming wage increases. 

Of the 110 larger companies replying to the question, “Do you 
anticipate a GAW demand within the next two years?” more than 
half answered “Yes.” And the proportion might have been even 
larger but for the fact that some respondents had long-term con- 
tracts. 

As might be expected, the proportion of those anticipating GAW 
demands was largest in primary metals (including iron and steel), 
transportation equipment (e.g., automotive parts), and metal fab- 
ricating. Thus, all five of the larger manufacturers of transporta- 
tion equipment represented in the sample expected a GAW or 
SUB demand within the next two years. For primary metals, the 


*In most cases, the terms GAW and SUB were used interchangeably. 
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score was eight out of 10 companies; for metal fabricating, six out 
of seven. 

Larger companies in other industries, however, by no means 
discounted the same possibility. Of nine electrical equipment 
manufacturers in the over-1,000 employees group, five were an- 
ticipating that GAW or SUB would be a contract issue within the 
next two years. Among those who designated their industry simply 
as “manufacturing,” the proportion was six out of 14; in paper 
and rubber products, it was three out of four; in food products, 
four out of nine; in chemicals, three out of 10; in machinery, six 
out of 11; and in non-manufacturing, seven out of 17. 

Among the larger firms, in fact, only the oil companies, of which 
four were included in the sample, and the textile manufacturers 
(numbering six) were unanimous in the opinion that GAW would 
not be troubling them in the immediately foreseeable future. 

Among the smaller companies—those with fewer than 1,000 
employees—the proportion of those who anticipated demands for 
GAW or SUB was not so large, but it was still sizable—20 
out of 59. These included five metal fabricating companies, five 
companies in the transportation equipment group, three com- 
panies listed simply as “manufacturing,” two machinery manufac- 
turers, one chemical company, and four oil companies. 

Somewhat surprisingly, not all the companies that anticipated 
the demand were making plans to meet it. On the other hand, 
some respondents who did not expect to be faced with it within 
the next two years (including one large oil company) were never- 
theless preparing for it. Since the survey did not ask what form 
these plans are taking, there is no way of knowing how many of 
those who said they were actively preparing for a GAW demand 
were doing anything more than marshaling arguments against 
it. COne man, however, left the matter in no doubt. “None, other 
than a firm ‘No’,” he wrote. ) 

Among the companies that had already agreed to some form 
of SUB recently, most were convinced that they will face further 
demands on the question as soon as their current contracts expire. 
Their predictions ranged from the indefinite “improved SUB” to 
specific forecasts of attempts to divorce payments from state 
unemployment compensation. 
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After GAW, fringe benefits, and straight wage increases, the 
next most frequently mentioned issue was the shorter workweek, 
which was named by over 20 companies. The only other bone of 


contention mentioned by any sizable number of respondents was 
“management prerogatives,” to which 12 gave an important place. 
Ten of these were among the larger companies and the remaining 
two in the under-1,000 employees group. A significant variation 
in company approaches to this issue was discernible, however. 
Some apparently were anticipating further union encroachments 
on management rights; others seemed bent on regaining rights 
they believed they had lost. One of the former group referred 
to “co-determination”; one of the latter wrote: “Management rights 
—particularly as they relate to the fact that the employee is a 
‘greater part’ of the company than he is of a union. In the long 
run, if the employer does not exist, neither does the employee or 
the union. Employer and employee are fundamental; the union 
isn’t. Management will need to ‘recapture the employee.’ ” 
Interestingly enough, concern over the demand for premium 
pay for week-end work as such was manifested by some companies 
outside the steel industry, where the demand is currently being 
pressed. 
Among other issues, mentioned by only one or two companies, 
were: 
Company-wide bargaining. 
Additional holidays. 
Productivity. 
Portal-to-portal pay (in manufacturing). 
Time study and incentives. 
Stock incentive plan. 
Improved seniority. 
Area-wide and industry-wide bargaining (with Teamsters). 
Severance pay, if economic setback occurs. 
Technological improvements. 
Job evaluation. 
A fair day’s work. 
Overtime. 
Union jurisdiction. 
Union shop, maintenance of membership, check-off. 
At least one respondent had definitely no expectations of making 
any new concessions. The most acute issue two years from now, he 
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confidently asserted, will be “the end of 11 years of wage increases.” 
There were also signs that some of the other respondents were 
becoming a trifle punch-drunk after years of battling, and preferred 
not to think about future areas of conflict. 
“Hard to predict. They have everything now,” one man wrote. 
“We have them all,” another reported. 
“More of everything,” said a third. 


BARGAINING PRACTICES 


The survey revealed considerable variations in bargaining level. 
Though the majority of the reporting companies, both large and 
small, bargain at the local level, 22 of the larger concerns and 
nine of the smaller ones bargain company-wide, and an appreciable 
number in both groups bargain both locally and company-wide. 
A few of the larger companies reported that they bargain in part or 
entirely through associations. 

Thirty-one of the larger companies and 23 of the smaller have 
master contracts, in most cases covering all provisions, although 
a few of them leave one or more issues for local determination. 
Among the issues decided locally are wages, hours, classifications, 
application of seniority provisions, layoffs, distribution of overtime, 
shift groupings, grievance procedure, and leave of absence. 

Since many of the companies bargain on more than one level, 
the question, “Who comprises your company bargaining team?” 
proved difficult to answer. Some pattern does, however, emerge 
from the replies. 

First, bargaining is almost invariably entrusted to a group rather 
than to any one individual. Respondents who reported that they 
had a single negotiator were a negligible minority. 

Second, representatives of production and of industrial or labor 
relations and/or personnel generally form the nucleus of the bar- 
gaining team. Some companies with both a labor relations director 
and a director of personnel have both participate. When bargain- 
ing is company-wide, local production and industrial relations rep- 
resentatives may be present. Similarly, headquarters often sends 
representatives to local bargaining sessions. 

One member of top management conspicuous by his absence 
from the bargaining table is the president. In only four or five of 
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the responding companies, most of them smaller ones, does the 
president take part in bargaining as a matter of course, though 
executive vice presidents or other company officers may do so. 

For the rest, the bargaining team seems often to be made up of 
specialists of various kinds—one company even mentioned a “man- 
ager of labor costs”—or division heads. A number of the respond- 
ents reported that provision is also made to call in extra bargain- 
ers, such as division heads or staff specialists, when specific ques- 
tions affecting their responsibilities arise. 

Among the larger companies, a single spokesman—usually the 
labor or industrial relations man or the personnel director—seems 
to be the general rule. Some respondents reported that two mem- 
bers of their team were authorized to speak up without being called 
on; in others, apparently, any member may have his say when- 
ever he pleases. 

Among the smaller companies, a general free-for-all seems to 
be more frequently allowed. Only 27 of the 60 companies in the 
under-1,000 employees group answering this question indicated 
that a single spokesman was used. 

In general, the practice of having a lawyer present at negotia- 
tions was confined to the minority of the respondents and com- 
moner among the smaller companies than among the large ones. 
Where a lawyer does sit in, he does not necessarily take any direct 
part in the proceedings. 

Despite the fact that the chief executive is seldom present at 
negotiations, the bargaining team generally has the authority to 
sign a binding agreement. Of the larger companies, 111 reported 
that their teams were authorized to sign such an agreement, and 
54 out of 63 smaller companies replied to the same effect. Some 
of those who answered affirmatively, however, also checked “No” 
as well, and others qualified their replies by some such phrase as 
“subject to final sanction by the company president and the board 
of directors.” On the union side, the approval of the international 
must be obtained in the majority of cases. 

Comparatively few of the respondents keep verbatim records 
of negotiations; and of the 22 larger and nine smaller companies 
that claimed to do so, it appeared that, in some cases, the so-called 
verbatim records were simply longhand notes. Fourteen of the 
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respondents used stenotype or stenographic notes; only three em- 
ployed a Dictaphone or a tape recorder. Most of the companies 
taking verbatim notes reported that they furnish copies to the 
union. 

On the question, “Do you bring a written statement of man- 
agement’s position with you to the bargaining table?” the sample 
was about equally divided, with the no's having a slight edge; 
and the practice appeared to be commoner among the smaller 
companies than among the larger. 

By and large, the respondents said that bargaining sessions were 
held on company premises. The practice of negotiating on neutral 
ground, such as a hotel, appeared to be less common. 

Not all respondents, however, had any hard-and-fast rule about 
the place of bargaining. Some negotiated on company premises, 
at union headquarters, or in a hotel, whichever was most con- 
venient. In other cases, the level at which the bargaining was be- 
ing done appeared to determine the meeting place. One company, 
for example, said that though bargaining with the local union was 
conducted on company premises, the negotiators met at a hotel 
when the international union was represented at the sessions. 


Most of the reporting companies paid their employees for time 
spent on collective bargaining if the sessions mean time lost from 
work; generally, however, they set a limit on the number of workers 
paid for lost time. 


Stress placed in recent years on “beating the grapevine” on news 
of the progress of union negotiations has apparently borne fruit 
so far as foremen and supervisors are concerned. Over 150 of the 
181 companies reported that they inform first-line as well as top 
management of what is going on. In the case of the rank-and-file, 
however, much less progress has been made. All told, only 32 
companies said that they made it a regular practice to inform em- 
ployees; a few others did so “sometimes.” 

Similarly, while nearly all the companies endeavor to explain 
the terms of a new contract to supervisors and foremen, a far 
smaller number try to do the same job for the rank and file, though 
the practice is commoner than communicating with rank and file 
during negotiations. 
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Some companies use more than one method of communication 
to explain contract terms; but, in general, meetings are favored 
for foremen, letters and bulletins for the rank and file. So far as 
the rank and file are concerned, quite a few companies content 
themselves with merely distributing copies of the contract, or 
entrust the job of explaining the provisions to immediate super- 
visors. A sizable number leave the explanations to the union. 


LIVING WITH THE CONTRACT 


How are the respondent companies faring in the matter of day- 
to-day living with the contract? At first glance, it would seem that 
seniority provisions represent the most frequent source of dissen- 
sion: Ninety companies included them among the clauses that 
give rise to the largest number of grievances. 

On closer examination, however, the replies would seem to in- 
dicate that the most important source of friction is probably the 
whole nexus of problems that can be classed under the general 
heading of management prerogatives. Only 70 companies listed 
“management prerogatives” as such as a source of discord; but 
another 76 mentioned job or work standards, and 50 singled out 
transfers. These latter questions, and some others listed by only 
one or two companies—such as promotions, merit rating, and job 
evaluation—may well hinge on disagreement over the dividing 
lines between the areas over which management retains control and 
those where the terms of the contract take over. 

Comparatively speaking, the matter of incentives also appeared 
to be fairly troublesome; 61 companies checked this category as 
a frequent source of difficulty. Since not all companies have in- 
centive systems, it would appear that a large proportion of those 
that have installed them experience frequent grievances. 

Overtime, with more than 60 mentions, appeared also to be a 
source of trouble, but holidays and vacations were seldom checked. 
None of the respondents checked severance pay, probably because 
few contracts provide for it. Union jurisdictional fights, discipline, 
and discharges received only a few mentions each. One respondent 
wrote in “training” without further explanation. 

Despite these fairly numerous sources of possible disagreement, 
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relatively few grievances, in the experience of the reporting com- 
panies, reach the arbitration stage. Seventy-nine respondents said 
that none of their grievances had gone as far as arbitration in the 
past year, and another 47 had had only one or two cases. Nearly 
all of this latter group reported that the decisions had gone in favor 
of the company. Most of the companies reporting four cases had 
also either won them all or won three out of four. Only one com- 
pany reported that an arbitration case had been settled by a com- 
promise. The largest number of arbitration cases reported was 44, 
and of these the company had won all but five. 

This almost uniform record of success, coupled with the com- 
paratively small number of grievances that reach the arbitration 
stage, may perhaps be an indication that companies are reluctant 
to assume an uncompromising stand unless they are fairly sure of 
their ground. (Since the questionnaires were unsigned, either by 
companies or by individuals, it is unlikely that there was any shad- 
ing of the truth to make a good showing in this respect. ) 

In some cases, however, the comparatively few arbitration cases 
reported were evidence of genuinely good industrial relations. 

What conclusions can be drawn from the sum total of replies? 
It can, of course, be questioned how far the companies included 
in the survey are representative of U. S. industry generally; and it 
could also be argued that participants at a collective bargaining 
conference might be present primarily because they were concerned 
about specific problems such as GAW, and that their replies would 
be biased accordingly. On the other hand, the survey uncovered 
nothing to indicate that this was an especially disgruntled group, 
though concern over the future course of union negotiations was 
clearly evident in a number of instances. 

Over all, perhaps the one fact that clearly emerges is that col- 
lective bargaining is strictly a job for professionals. Figuring the 
cost of a concession is no longer a matter of simple arithmetic— 
so many cents per hour times so many employees. So many factors, 
both tangible and intangible, now complicate the mathematics of 
bargaining that the day may be not too far off when companies 
will be forced to enlist the aid of electronic computers in coming 
up with the right answers to the demands across the table. 
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